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Financial  Statements  for  the  year  ended  30  June  2013 


The  reports  and  statements  set  out  below  comprise  the  financia!  statements  presented  to  the  provinciai  legisiature; 
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UMUZIWABANTU  MUNICIPALITY 

Financial  Statements  for  the  year  ended  30  June  2013 

AccQunting  Qfficers'  RespQnsibifftfes  and  Approvaf 


l am  responsible  for  the  preparatlon  of  these  annua!  financial  statements,  which  are  set  out  on  pages  1 to  58  in  terms  of 
section  126(1)  of  the  Municipal  Finance  Management  Act  and  which  I have  signed  on  behalf  of  the  Municlpaiity. 


! certify  ^at  the  salarles,  ailowances  and  benefits  of  Councillors  as  disclosed  in  note  28  of  these  annua!  financial  statements 
are  within  the  upper  limits  of  the  framework  envisaged  in  section  219  of  the  Constitution,  read  with  the  Remuneration  of  Pubiic 
OjSiceR  Bearers  Act  and  the  Minister  of  Provincial  and  Locai  Government's  determination  in  accordance  with  this  Act. 


Frnancial  Statements  for  the  year  ended  30  June  2013 

Statefnent  of  Finandal  Fosltlon  as  at  30 


Assets 

Current  Assets 

inventories 

Receivables 

Receivables  from  exchange  other  transactions 

VAT  receivable 

Consumer  debtors 

Cash  and  cash  equivaients 


Non-Cunrent  Assets 
Investment  property 
Property,  plant  and  equipment 
Intangible  assets 
Receivables 
Plantation  Investments 


Non-Current  Assets 
Current  Assets 

ToterAS^te  of  disposal  groups) 

Liabilities 

Current  Liabitities 
Other  financial  liabilitles 
Finance  lease  obligation 
Payables  from  exchange  transactions 
Consumer  deposits 

Unspent  conditional  grants  and  receipts 
Provisions 


Non-Current  Liabiiities 
Other  financial  llabilities 
Finance  lease  obligatlon 

Non-Current  Llabllities 
Current  Liabilities 
Liabilities  of  dlsposal  groups 
Total  Liabgtities 

Assets 
Llabllitles 
Net  Assets 

Net  Assets 
Reserves 

Revaluation  reserve 
Accumulated  surplus 
Totat  Net  Assets 


Note(s) 


165.559 

80,217 

367,810 

2,832,789 

9.471.379 

33,134,892 

46,062,646 


1,686,000 

141,890,019 

500 

20,075.689 
1 63,652, 208~ 

163,652.208 

46,052,646 

209,704,854 


77,032 

448,899 

9,554,033 

506,111 

13,182,220 

5,171,594 

28,939,889 

3,185 

440,208 

443,393 

443,393 

28,939,889 

29,383,282 

209,704,854 

(29,383,282) 


Restated 

2012 

R 


208.173 

133,548 

1.476,567 

2.139,346 

12,518,140 

31,502,730 

47,978,504 

1,568,400 

117,132,478 

65.959 

89,933 

17,152,921 

^36,009,691 

136,009.691 

47,978,504 

183,988,195 


207,569 

193,504 

8,594,733 

516,510 

26,692,691 

3,650,880 

39,855,887 

89,433 

387,359 

476,792~ 

476,792 

39,855,887 

40,332,679 

183.988.195 

(40.332,679) 


180,321.572  143,655;516 


26,468,400 

153,853,172 

180,321,572 


26,468,400 

117,187,116 

143,655,516 


Fmancial  Statements  for  the  year  ended  30  June  2013 

Statemerit  ©f  Firiancial  Performance 


2013  Restated 

2012 

Note{s)  R R 


Revenue 

Revenue  from  exchange  transactions 
Alforestation  Scheme  sales 
Service  charges 

Rental  of  facilities  and  equipment 

Licences  and  permits 

Other  income 

Government  grants 

Interest  received  - investment 

Gains  on  disposal  of  assets 

Total  revenue  from  exchange  transactlons 

Revenue  from  non-exchange  transactions 

Taxation  revenue 
Property  rates 

Property  rates  - penaities  imposed 

Transfer  revenue 
Government  grants  & subsidies 
Fines 

Total  revenue  from  non-exchange  transactions 


Total  revenue 

Expenditure 

Personnel 

Remuneration  of  counciilors 

Afforestation  Scheme  general  expenses 

Afforestation  Scheme  cost  of  sales 

Depreciation  and  amortisation 

impairment  loss/  Reversal  of  impairments 

Finance  costs 

Debt  impairment 

Repairs  and  maintenance 

Bulk  purchases 

Contracted  services 

Grants  and  subsidies  paid 

Loss  on  disposal  of  assets 

General  Expenses 

Totai  expenditure 

Total  revenue 
Total  expenditure 
Operating  surplus 
Changes  in  value  of  piantation 

Surpius  before  taxation 
Taxation 

Surplus  for  the  year 


7,764,187 

8,224,766 

23 

21,014,983 

19.385,794 

113,368 

101,437 

2,369,988 

2,070,557 

25 

680,945 

335.137 

27,102,243 

17,735,681 

1,592,461 

1,658,788 

110,000 

129,862 

60,748,175 

49,642,022 

22 

10,115,572 

8,276.069 

22 

462,729 

1,017,315 

42,806,406 

40,836,827 

255,188 

626,736 

53,639,895 

50,756,947 

60,748.175 

49,642,022 

53,639,895 

50,756,947 

21 

114,388,070 

100,398,969 

27 

(27,782,689) 

(26,527,879) 

28 

(5,206,979) 

(4.994,159) 

29 

(3,496,616) 

(3,107,451) 

(4,220,150) 

(4,859,801) 

33 

(4.852,231) 

(4,618,476) 

34 

- 

(1,238,219) 

35 

(103,583) 

(187,899) 

30 

(891,299) 

(171,253) 

(2,229,836) 

(2,104,791) 

40 

(17,329,195) 

(16,143,105) 

38 

(364,132) 

(2,411,225) 

39 

(220,000) 

(157,500) 

3 

- 

(289.388) 

26 

(19,605,732) 

(14,796,696) 

(86,302,442) 

(81,607,842) 

114,388,070 

100,398,969 

(86,302,442) 

(81,607,842) 

28,085,628 

18,791,127 

32 

2,957,366 

(1,901,920) 

31,042,994 

16,889,207 

31,042,994 

16,889,207 

UNICIP 
“HE  YEi 


estated  Baiance  at  30 
Surplus  for  the  year 
Restated  Baiance  at  30  June  2012 


Baiance  at  30  June  2012 
Prior  year  Correction  of  errors 
Surplus  for  the  year 

Baiance  at  30  June  2013 


100,297,909 

126,766,309 

16,889,207 

16,889,207 

117,187,116 

143,655,516 

117,187,116 

5,623,062 

31,042,994 


153,853,172 


143,655,516 

5,623,062 

31,042,994 


180,321,572 


UIVIUZIWABANTU  MUNtCIPALITY 

Financial  Steitements  for  the  year  ended  30  June  201 3 

Cash  Ffow  Statement 


Note(s) 

2013 

R 

2012 

R 

Cash  flows  from  operating  activities 

Receipts 

Interest  income 

1,592,461 

1,658,788 

Payments 

Finance  costs 

(35,374) 

(103,269) 

Other  payments 

27,424,014 

3,727,913 

Other  cash  item 

42 

(1,266,737) 

26,121,903 

64,871,749 

68,496,393 

Totai  receipts 

1,592,461 

1,658,788 

Total  payments 

26,121,903 

68,496,393 

Net  cash  flows  from  operating  activities 

41 

27,714,364 

70,155,181 

Cash  fiows  from  investing  activities 

Purchase  of  property,  plant  and  equipment 

3 

(21,978,860) 

(22.043,758) 

Proceeds  from  sale  of  property,  plant  and  equipment 

3 

1,815,229 

(25,526) 

Proceeds  from  sale  of  other  intangible  assets 

4 

32,730 

- 

Proceeds  from  sale  of  financial  assets 

142,764 

(223,481) 

Purchase  of  plantation  investments 

(2,922.768) 

(17,152,921) 

Net  cash  flows  from  investing  activities 

(22,910,905) 

(39,445,686) 

Cash  flows  from  flnancing  activitles 

Proceeds  from  other  financia!  liabillties 

(2,129.698) 

_ 

Repayment  of  other  financial  liabifities 

1,912,913 

297,002 

Finance  iease  payments 

240,035 

496,233 

Ofiher  cash  item 

42 

(3,194,547) 

- 

Net  cash  flows  from  flnancing  activities 

(3,171,297) 

793,235 

Net  increase/(decrease}  in  cash  and  cash  equivalents 

1,632,162 

31,502,730 

Cash  and  cash  equivalents  atthe  beginning  of  the  year 

31,502,730 

- 

Cash  and  cash  equivalents  at  the  end  of  the  year 

12 

33,134,892 

31,502,730 
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Financial  Statements  for  the  year  ended  30  June  2013 


1.  Presentation  of  FinanciaS  Statements 

The  Annuai  Financiai  Statements  have  been  prepared  in  accordance  with  the  Standards  of  Generaily  Recognised 
Accounting  Practices  (GRAP)  on  an  accrua!  basis  of  accounting  and  in  accordance  with  the  historical  cost  convention 
.except  where  indicated  otherwise 

GRAP  1 : Presentation  of  ftnanciai  statements 
GRAP  2 : Cash  fiow  statements 

GRAP  3 : Accountlng  poiicies,  changes  in  accounting  estimates  and  eirors 
GRAP  4:  The  effects  of  Changes  in  Foreign  Exchange  Rates 
GRAP  5:  Borrowing  Costs 

GRAP  6:  Consolidated  and  Seperate  Financial  Statements 

GRAP  7;  Investments  in  Associates 

GRAP  8:  interests  in  Joint  Ventures 

GRAP  9:  Revenue  from  Exchange  Transactions 

GRAP10:  Financial  Reporfing  in  Hyperinfiationary  Economics 

GRAP  1 1 : Construction  Contracts 

GRAP  12:  Inventories 

GRAP  1 3:  Leases 

GRAP  14:  Events  afterthe  Reporting  Date 

GRAP  16:  investment  Property 

GRAP  17:  Property  .Plant  and  Equipment 

GRAP  19:  Provisions.Contingent  Liabiiities  and  Contingent  Assets 

GRAP  100:  Non-Current  Assets  heid  for  Saie  and  Discontinued  Operations 

GRAP  101:  Agricuiture 

GRAP  102:  Intangible  Assets 

IFRS  3:  Business  Combinations 

iAS  36;  Impairment  of  Assets:  Recognition  and  Measurement 
IFRIC  4:Determining  whether  an  Arrangement  contains  a Lease 

1.1  Changes  in  Accounting  Poiicy  and  Comparability 

Accounting  Poiicies  have  been  conslstently  applied,  except  where  otherwise  indicated  beiow: 

For  the  year  ended  30  June  2013  the  Municipaiity  has  adopted  the  accounting  frameworic  as  set  out  above. 

The  Municipality  changes  an  Accounting  Policy  oniy  if  the  change  : 

a)  is  required  by  a Standard  of  GRAP;  or  iisted  below: 

GRAP  21:  Impairment  of  Non-cash  -generating  Asseis 

GRAP  23:  Revenue  ffom  Non-exchange  Transactions  ( Taxes  and  Transfer) 

GRAP  24:  Presentation  of  Budget  information  in  Financiai  Statements  - issued  November  2007 

GRAP  25:  Employee  Benefits 

GRAP  26:  Impairment  of  Cash-generating  Assets 

GRAP  103:  Heritage  Assets 

GRAP  104:  Financlai  instruments 

b)  resultis  in  the  Annual  Financial  Statements  providing  reliabfe  and  more  relevant  information  about  the  effects  transactions 
other  events  or  conditions  have  on  the  perfomnance  or  cashflow 
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UMUZIWABANTU  MUNICIPALITY 

Financiaf  Statements  for  the  year  ended  30  June  201 3 

Accounting  Poficies 


1.2  Criticai  Judgements,  Estimations  and  Assumptlons 

The  following  are  the  criticai  judgements,  apart  ffom  those  involving  estimations,  thatthe  management  have  made  in  the 
process  of  applying  the  Municlpality's  Accounting  Policies  and  that  have  the  most  significant  effect  on  the  amounts  recognised 
in  Annual  Financial  Statements. 

Revenue  Recognition 

Accounting  Policy  clause  9.1  on  Revenue  from  Exchange  Transactions  and  Accounting  Policy  ciause  9.2  on  Revenue  from 
Non~exchange  Transactions  describe  the  conditions  under  which  revenue  vrili  be  recorded  by  the  management  of  the 
Municipality 

In  making  their  judgement,  the  management  considered  the  detailed  criteria  for  the  recognition  of  the  revenue  as  set  out  in 
GRAP  9 (Revenue  from  Exchange  Transactions)  as  far  as  Revenue  from  Non-  Exchange  Transaction  is  concerned(See  basis 
for  Preparation  above),  and  in  particuiar,  whether  the  Municipality,  when  goods  are  sold,  had  transferred  to  the  buyer  the 
significant  risks  and  rewards  of  ownership  of  the  goods  and  when  services  is  rendered,  whether  the  service  has  been  rendered. 
The  Management  of  the  Municipality  is  saitisfied  that  recognition  of  fiie  revenue  in  the  current  year  is  appropriate. 

Flnanciaf  Assets  and  Liabillties 

The  classification  of  Financial  Assets  and  Llabilities,  into  categories,  is  based  on  judgement  by  management. 
fmpairment  of  financiaf  Assets 


Accounting  Policy  Clause  5.4  on  fmpairment  of  Financiaf  Assets  describes  the  process  followed  to  determine  the  value  with 
which  financial  assets  should  be  impaired  . In  making  the  estimation  of  the  impairment,  the  management  of  the  Municipafity 
considered  the  detailed  criteria  impairment  of  financiai  assets  as  set  out  in  lAS  39:  Financiai  Instruments  ~ Recognition  and 
Measurement.  The  management  of  the  Municipaiity  is  satisfied  that  impairment  of  financial  assets  recorded  during  the  year  is 
appropriate. 

Usefuf  Lives  of  Property,  Plant  and  Equipment 

As  described  in  the  Accounting  policy  dauses  2,2,  3.2  and  4.2,  the  Municipality  depreciates/amortises  its  Property,  Plant  and 
Equipment  and  Intangible  assets  over  the  estimated  usefu!  lives  of  the  assets,  taking  Into  account  the  residual  values  of  the 
assets  at  the  end  of  their  usefui  lives,  which  is  determined  when  the  assets  are  available  for  use.  The  useful  lives  and  residual 
values  of  the  assets  are  based  on  the  industry  knowledge. 

fmpairment:  Wrlte  down  of  Property,  Plant  and  Equipment  and  Inventories 

Significant  estimates  and  judgements  are  made  reiating  to  Property,  Plant  and  Equipment  impairment  tests  and  write  down  of 
inventorles  to  Net  Realisable  Values. 

1.3  Coing  Concem  Assumptlon 

These  annuai  financial  statements  have  been  prepared  on  the  assumption  that  the  municipality  will  continue  to  operate  as  a 
going  concern  for  at  ieast  the  next  12  months. 

1.4  Presentation  of  cuirency 

These  annual  financial  statements  are  presented  in  South  African  Rand,  which  is  the  functional  currency  of  the  municipality. 

1.5  Offsetting 

Assets,  fiabilities,  revenue  and  expenses  have  not  been  offset  except  when  offsetting  is  required  or  pemriitted  by  a Standard  of 
GRAP 
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UH^UZfWABAMTU  I^UMICIPALITY 

Financlal  Statements  for  the  year  ended  30  June  201 3 


1.6  Standards,  Amendments  to  Standards  and  Interpretations  issued  and  adopted 

The  following  GRAP  standards  have  been  issued  and  have  been  adopted  by  the  munrctpaiity; 

GRAP  21:  Impairment  of  Non-cash  -generatlng  Assets 

GRAP  23;  Revenue  from  Non-exchange  Transactions  ( Taxes  and  Transfer) 

GRAP  24;  Presentation  of  Budget  information  in  Financial  Statements  - issued  November  2007 

GRAP  25:  Empioyee  Benefits 

GRAP  26:  impairment  of  Cash-generating  Assets 

GRAP  103;  Heritage  Assets 

GRAP  104;  Financial  Instruments 

The  following  standards,  amendments  to  standards  and  interpretations  have  been  Issued  have  been  adopted  by  the 
municipality: 

1.7  Property,  plant  and  equipment 
Initiai  Recognltion 


Property,  Plant  and  Equipment  are  tangible  non-current  assets  (including  infrastructure  assets)  that  are  heid  for  use  in 
theproduction  or  suppiy  of  goods  and  services,  rentai  to  others,  or  for  administrative  purposes,  and  are  expected  to  be  used  for 
more  than  one  year 

The  cost  of  an  item  of  property,  plant  and  equipment  is  recognised  as  an  asset  if,  and  equipment  is  recognised  as  an  asset  if,  it 
is  probabe  that  future  economic  benefits  or  services  potential  associated  with  the  item  wiil  flow  to  the  Municipality  and  If  the 
cost  or  feir  value  of  the  item  can  be  measured  reiiabiy. 

Property  , Plant  and  Equipment  are  initlally  recognised  at  cost  on  its  acquisition  date  or  in  the  case  of  assets  acquired  by  grant 
or  donation,  deemed  costs  being  the  fair  vaiue  of  the  asset  on  intia!  recognition.  The  cost  of  an  item  of  property,  plant  and 
equipment  is  the  purchase  price  and  other  costs  attributabie  to  bring  the  assei  to  the  location  and  condition  necessary  for  it  to 

be  capabie  of  operating  in  the  manner  intended  by  the  municipaiity.  Trade  discounts  and  rebates  are  deducted  in  arrivina  at  the 
cost.  ^ 


When  significant  components  of  an  item  of  property,  plan  and  equipment  have  different  useful  lives,  they  are  accounted  for  as 
separate  Items  (major  components)  of  property.  piant  and  equipment. 

Where  an  asset  is  acquired  by  the  municipality  for  no  or  nominal  consideration  (i.e.  a non-exchange  transaction)  the  cost  is 
deemed  to  be  equal  to  the  fair  vaiue  of  that  asset  on  the  date  acquired. 

The  cost  of  an  item  of  property,  plant  and  equipment  is  acquired  in  exchange  for  a non-monetary  asset  or  monetary  assets,  or 
a combination  of  monetary  and  non-monetary  assets.  the  asset  acquired  Is  initialiy  measured  atfalr  vaiue  (the  cost).  if  the 
acquired  item's  fair  value  was  not  determinable,  it's  deemed  cost  is  the  carrying  amount  of  the  asset(s)  glven  up. 

Major  spare  parts  and  servicing  equipment  qualify  as  property,  plant  and  equipment  when  the  municipaiity  expects  to  use  them 
during  more  than  one  period.  Simiiariy,  if  the  major  spare  parts  and  servicing  equlpment  can  be  used  only  rn  connection  with 
an  item  of  property,  plant  and  equipment,  they  are  accounted  for  as  propeily,  piant  and  equipment. 

Subsequent  Measurement  - Revaluatlon  Moclel 

Subsequent  expenditure  relating  to  property.plant  and  equipment  is  capitalised  if  rt  is  probable  that  future  economic  benefits  or 
potential  seivice  dellvery  associated  with  the  subsequent  expenditure  wiil  flow  to  the  entity  and  the  cost  or  fair  value  of  the 
subsequent  expenditure  can  be  reliably  measured.  Subsequent  expenditure  incurred  on  an  asset  is  oniy  capitalised  when  it 
increases  the  capaclty  or  future  economrc  benefits  associated  with  the  asset.  \Miere  the  municipality  replaces  parts  of  an 
asset,  it  derecognises  the  part  of  the  asset  being  repiaced  and  capitalises  the  new  component. 

Subsequently,  all  property.piant  and  equipment,  except  for  infrastructure  assets,  are  measured  at  cost  (or  deemed  cost)  iess 
accumulated  depreciation  and  accumuiated  impairment  losses.. 

Compensation  from  third  parties  for  items  of  property,  plant  and  equipment  that  were  impaired,  lost  or  given  up  is  included  in 
surplus  or  deficit  when  the  compensation  becomes  receivable. 

Oepreciation 
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UMUZIWABANTU  MUNfCIPALlTY 

Fjnancial  Statements  for  the  year  ended  30  June  2013 

Accounting  Pollcies 


1.7  Property,  plant  and  equipment  (continued) 

Depreciation  is  calcuiated  on  the  depreciable  amount,  using  the  straight-iine  method  over  the  estimated  useful  lives  of  the 
assets.Components  of  assets  that  are  significant  in  reiation  to  the  whoie  asset  and  that  have  different  usefui  lives  are 
depredated  separateiy.  The  annual  depreciation  rates  are  based  on  the  following  estimated  average  asset  lives: 

Depreciation  only  commences  when  the  asset  is  availabie  for  use,  unless  stated  otherwise.  The  depreciation  rates  are  based 
on  the  following  estimated  usefui  iives: 


Item 

Roads 

® Roads  and  Paving 
Community 
® Buildings 

« Recreationa)  Facilities 

* Security 

® Halls 

* Libraries 

® Parks  and  gardens 

* Refuse  Dump 
Heritage  assets 

® Buiidings 

« 

Finance  lease  assts 

* Ofllce  equipment 

* Other  assets 

Other  property,  piant  and  equipment 

* Specialist  vehicles 

® Other  vehicles 

® Bins  and  containers 

“ Office  equipment 

® Furniture  and  fittings 

» Other  items  of  piant  and  equipment 

* Computer  equipment 

® Other 


Average  usefui  life 

30 

30 

30 

30 

30 

30 

30 

20 

30 


5 

6 

2-15 

2-15 

2-15 

2-15 

2-15 

2-15 

2-15 

2-15 


The  assets  residual  values,  estimated  useful  lives  and  depreciation  method  are  reviewed  annuaiiy  , and  adjusted  prospectively 
if  appropriate,  at  each  reporting  date. 

Landflll  sites  20 


Land 


Land  is  stated  at  the  values  reflected  in  the  valuation  roll.  The  elfectlve  date  of  the  iast  valuation  was  1 July  2009 
Incompiete  Construction  Work  - Cost  Model 

Incomplete  constructlon  work  is  stated  at  historica!  cost.  Depreclation  only  commences  when  the  asset  is  commissloned  into 
use. 
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UIWUZIWABANTU  MUNICIPALITY 

Financiai  Statements  for  the  year  ended  30  June  2013 


1 -7  Property , plant  and  equipment  (continued) 
Derecognitlon  of  Property,  Plant  and  Equipment 


items  of  Property,  plant  and  equjpment  are  derecognised  when  the  asset  is  dlsposed  of  or  when  there  are  no  further  economic 
benefits  or  service  potential  expected  from  the  use  of  the  asset.  The  gain  or  loss  arising  on  the  disposal  or  retirement  of  an 
item  of  property,  plant  and  equipment  is  determined  as  the  difference  between  the  sales  proceeds  and  the  carryinq  vaiue  and 
is  recognised  in  the  Statement  of  Financia!  Performance. 


The  carrying  amount  of  an  item  of  property  and  equipment  is  derecognised 
or  services  potential  are  expected  from  the  use  or  disposa! 


on  disposal,  or  when  no  future  economic  benefits 


The  gain  or  ioss  arising  from  the  derecognition  of  an  item  of  property,  plant  and  equlpment  is  induded  in  surplus  or  deficitwhen 
the  item  is  derecognised.  Gain  are  not  included  in  revenue 


Gains  or  losses  are  caiculated  as  the  difference  between  the  net  book  vaiue  of  assets  { cost  less  accumuiated  depredation 
and  accumuiated  impairment  losses)  and  the  proceeds  from  sales  proceeds  are  induded  in  the  Statement  of  Financiai 
Performance  as  a gain  or  loss  on  disposal  of  property,plant  and  equipment. 
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Financial  Statements  for  the  year  ended  30  June  2013 

Accountlng  Policles 


1 .7  Property,  plant  and  equipment  (continued) 

Finance  Leases 
MUNfCIPALlTY  AS  LESSEE 

Leases  are  classified  as  finance  leases  where  substantiaiiy  ali  the  risks  and  rewards  associated  with  ownership  of  an  asset  are 
Uansferred  to  the  municipality.  Property,  piant  and  equipment  or  Intangibie  assets  subject  to  finance  iease  agreements  are 
initiaily  recognised  at  the  lower  of  the  asset's  fair  vaiue  and  the  present  vaiue  of  the  minimum  lease  payments.  The 
corresponding  liabilities  are  initiaiiy  recognised  at  the  inception  of  the  lease  and  are  measured  as  the  sum  of  the  minlmum 
lease  payments  due  In  terms  of  the  lease  agreement,  discounted  for  the  effect  of  Interest.  in  discounting  the  lease  payments, 
the  municipality  uses  the  interest  rate  that  exactly  discounts  the  iease  payments  and  unguaranteed  residuai  value  to  the  fair ' 
value  of  the  asset  plus  any  direct  costs  incurred. 


Subsequent  to  initiai  recognition,  the  leased  assets  are  accounted  for  in  accordance  with  the  stated  accounting  policies 
applicable  to  property,  plant,  equipment  or  intangibles.  The  lease  liabiiity  is  reduced  by  the  lease  payments,  which  are  aliocated 
between  the  lease  finance  cost  and  the  capital  repayment  using  the  effective  interest  rate  method.  Lease  finance  costs  are 
expensed  when  incurred.  The  accounting  policies  relating  to  derecognition  of  financial  instruments  are  applied  to  lease 
payables.  The  lease  asset  is  depredated  over  the  shorter  of  the  asset's  usefu!  iife  or  the  lease  term 
MUNICIPALITY  AS  LESSOR 

Under  a finance  lease,  the  municipaiity  recognises  the  lease  payments  to  be  received  in  terms  of  a lease  agreement  as  an 
asset  (receivable).  The  receivable  is  calculated  as  the  sum  of  all  the  minimum  lease  payments  to  fae  recelved,  plus  any 
unguaranteed  residua!  accruing  to  the  municipaiity,  discounted  at  the  interest  rate  implicil  in  the  iease.  The  receivabie  is 
reduced  by  the  capitai  portion  of  the  lease  Instalments  received,  with  the  interest  portion  being  recognised  as  interest  revenue 
on  a time  proportionate  basis.  The  accounting  policies  relating  to  derecognition  and  impairment  of  financial  instruments  are 
applied  to  lease  receivables. 


Rentai  income  from  operating  leases  is  recognised  on  a straight-line  basis  over  the  term  of  the  relevant  lease. 


Impairment 

llmpairement  of  Cash  Generating  Assete 

The  municipality  assesses  at  each  reporting  date  whether  ther  is  any  indication  that  an  asset  may  be  impaired.  If  any  such 
indication  exists,  the  municipality  estimates  the  recoverable  amount  of  the  assets 

If  there  is  any  indication  that  an  asset  may  be  impatred,  the  recoverabie  amount  Is  estimated  for  the  individual  asset.  If  it  is  not 
possible  to  estimate  the  recoverable  amount  of  the  individual  asset,  the  recoverabie  amount  of  the  cash-generating  unit  to 
which  the  asset  beiongs  is  determined. 


The  recoverable  amount  of  an  asset  or  a cash  -generating  unit  is  the  higher  of  its  fair  value  less  costs  to  sell  and  its  value  in 
use 

If  the  recoverable  amount  of  an  asset  is  iess  than  its  carrying  amount,  the  carrying  amount  of  the  asset  is  reduced  to  its 
recoverable  amount.  That  reduction  is  an  Impairment  loss, 

An  impairment  loss  of  assets  carried  at  cost  less  any  accumulated  depreciation  or  amortisation  is  recognised  immediatelv  in 
surpius  or  deficit 

An  impairment  loss  Is  recognised  for  cash  generating  units  if  the  recoverable  amount  of  the  unit  is  less  than  the  carrying 
amount  of  the  unit.  The  impairment  loss  is  ailocated  to  reduce  the  carrying  amount  of  the  assets  of  the  unit  as  foliows; 

To  the  assets  of  the  unit,  pro  rata  on  the  basis  of  the  carrying  amount  of  each  asset  in  the  unit. 

The  munlcipality  assesses  at  each  reporting  date  whether  there  is  any  indlcation  that  an  impairment  loss  recognised  in  prior 
periods  for  assets  may  no  longer  exist  or  may  have  decreased.  !f  any  such  indication  exists,  the  recoverafale  amount  of  those 
assets  are  estimated. 

The  increased  carrying  amount  of  an  asset  attributable  to  a reversai  of  an  impairment  ioss  does  not  exceed  the  carrying 
amount  that  wouid  have  been  determined  had  no  impairement  loss  been  recognised  forthe  assets  in  prior  periods. 

A reversal  of  an  impairment  loss  of  assets  carried  at  cost  less  accumuiated  depreciation  or  amortisation  is  recognised 
immediately  in  surpius  or  deficit. 


UIWUZfWABANTU  MUNlCiPALITY 

Finandai  Statements  forthe  yearended  30  June  2013 


1.7  Property,  plant  and  equipment  (contlnued) 

Impairment  of  Non-cash  Generating  Assets 

The  munidpality  assesses  at  each  reporting  date  whetherther  is  any  indication  that  an  asset  may  be  impaired.  If  any  such 
indication  exists,  the  municipality  estimates  the  recoverable  amount  of  the  assets 


If  there  is  any  indication  that  an  asset  may  be  impaired,  the  recoverable  amount  is  estimated  for  the  individuai  asset  If  it  Is  not 
possible  to  estimate  the  recoverable  amount  of  the  individua!  asset,  the  recoverable  amount  of  the  cash-qeneratinq  unit  to 
which  the  asset  belongs  is  determined.  ^ 

The  recoverable  amount  of  an  asset  or  a cash  -generating  unit  is  the  higher  of  its  fair  value  less  costs  to  sell  and  its  value  in 


If  the  recoverable  amount  of  an  asset  is  less  than  its  carrying  amount,  the  carrying  amount  of  the  asset  Is  reduced  to  its 
recoverabie  amount  That  reduction  is  an  impalrment  ioss. 

An  impairment  ioss  of  assets  carried  at  cost  less  any  accumulated  depreciation  or  amortisation  is  recognised  immedlatelv  in 
surpius  or  deficit  ^ 


An  impairment  loss  is  recognised  for  cash  generating  units  if  the  recoverabie  amount  of  the  unit  is  less  than  the  carryinq 
amount  of  the  unit.  The  impairment  loss  is  allocated  to  reduce  the  carrying  amount  of  the  assets  of  the  unit  as  follows: 

To  the  assets  of  the  unit,  pro  rata  on  the  basis  of  the  carrying  amount  of  each  asset  in  the  unit, 

The  municipaiity  assesses  at  each  reportlng  date  whether  there  Is  any  indication  that  an  impairment  ioss  recognised  in  prior 

periods  for  assets  may  no  ionger  exist  or  may  have  decreased.  If  any  such  indication  exists,  the  recoverable  amount  of  those 
assets  are  estimated. 

The  increased  carrying  amount  of  an  asset  attributabie  to  a rerversal  of  an  impairment  ioss  does  not  exceed  the  carryinq 
amount  that  would  have  been  determined  had  no  impairment  ioss  been  recognised  for  the  assets  in  prior  periods. 

A reversal  of  an  impairment  loss  of  assets  carried  at  cost  less  accumulated  depreciatlon  or  amortisation  is  recoqnised 
immediately  in  surpius  or  deficit. 

1.8  Intangible  assets 

Initial  Recognltion 

intangible  assets  are  initially  recognised  at  cost.  intangible  assets  acquired  separately  or  internaliy  generated  are  reported  at 
cost  less  accumulated  amortisation  and  accumulated  impairment  losses.  Where  an  intangle  asset  is  acquired  at  no  cost  or  for 
nominal  conslderation,  its  cost  is  its  fair  value  as  at  the  date  is  acquired.  When  an  intangle  asset  is  acqulred  in  exchange  for  a 
non-monetary  assets,  the  asset  acquired  is  initiafly  measured  at  fair  value.  If  the  acquired  item's  fair  value  was  not 
determinable  its  cost  is  the  carrying  amount  of  the  asset(s)  given  up. 


identifiable  non  monetary  assets  without  physical  subsance  which  are  heid  for  use  in  the  production  or  supply  of  goods  or 
services,  for  rental  to  others,  or  for  administrative  purposes  are  classified  and  recognised  as  Intangible  assets.  The  Municipalitv 
recognises  an  mtangible  asset  in  its  statement  of  Financla!  position  oniy  when  it  is  probable  that  the  expected  future  economic 
benents  or  service  potential  that  are  attributable  to  the  asset  wiil  flow  to  the  munlcipality  and  the  cost  or  fair  value  of  the  asset 
can  be  measured  reiiabiy. 
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Accountlng  Poilcies 


1.8  Intangibie  assets  (continued) 

Subsequent  Measurment,  Amortisation  and  impairment 

Amortisation  is  charged  on  a straight  iine  basis  over  the  intangibie  assets'  useful  iives,  which  are  estimated  to  be  between  three 
to  five  years.  Where  intangible  assets  are  deemed  to  have  an  indefinite  useful  life,  such  intangible  assets  are  not  amortised  for 
exampie,  servitudes  obteined  by  the  municipaiity  give  the  municipality  access  to  fand  for  specific  purposes  for  an  unlimited 
period  - however,  such  intangilbe  assets  are  subject  to  an  annual  impairment  test 

fntangible  assets  are  annuaily  tested  for  impairment,  including  intangibie  assets  not  yet  availabie  for  use.  Wiere  iterms  of 
intangible  assets  have  been  impaired,  the  carrying  value  is  adjusted  by  the  impairment  loss,  which  is  recognised  as  an 
expense  in  the  period  that  the  impairment  is  identified  except  where  the  impairment  reverses  a previous  revaluation.  The 
impairment  loss  is  the  difference  between  the  carrying  amount  and  the  recoverabie  amount, 

The  estimated  useful  life  and  amortisation  method  are  reviewed  annually  at  the  end  of  the  financiai  year.  Any  adjustments 
arising  from  the  annual  review  and  applied  prospectiveiy  as  a change  in  accounting  estimate  in  the  Statement  of  Fiancia! 
Performance. 

Derecognition 

Intanglble  assets  are  derecognised  when  the  asset  is  disposed  of  or  when  there  are  no  further  economic  benefits  or  service 
potential  expected  from  the  use  of  the  asset.  The  gain  or  ioss  arising  on  the  disposal  or  retirement  of  an  intangible  asset  is 
determined  as  the  difference  between  the  sales  proceeds  and  the  carrying  value  and  is  recognised  in  the  Statement  of 
Financial  Performance. 


UMUZIWABANTU  MUNICIPALITY 
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Accouoting  Poficles 


1.9  Investment  property 
initial  Recognltion 

Investment  property  includes  property  (land  or  a bullding,  or  part  of  a buildtng,  or  faoth  land  or  buildings  held  under  a finance 
lease)  held  to  earn  rentals  and/orfor  capltal  appreciation,  rather  than  held  to  meet  servlce  delivery  objectives,  the  production  or 
supply  of  goods  or  servlces,  or  the  sale  of  an  asset  in  the  ordinary  course  of  operations. 

At  initial  recognition,  the  municipality  measures  investment  property  at  cost  including  transaction  costs  once  it  meets  the 
definition  of  investment  property.  However.  where  an  investment  property  was  acquired  through  a non-exchange  transaction 
(i.e.  where  it  acquired  the  investment  property  for  no  or  a nominal  value),  its  cost  is  its  fair  value  as  at  the  date  of  acquisition. 

The  cost  of  self-construcfed  investment  property  is  the  cost  at  date  of  completion, 

® all  properties  heid  to  earn  mar1<et  -reiated  rentals  or  for  capitai  appreciation  or  both  and  that  are  not  used  for 

administrative  purposes  and  that  wiil  not  be  sold  with  the  next  12  months  are  classified  as  Investment  Properties; 

« land  held  for  a currently  undetermined  future  use  (if  the  municipality  has  not  determnined  that  it  wiil  use  the  land  as 
owner-occupied  property  or  for  short-term  saie  in  the  ordinary  course  of  business,  the  land  is  regarded  as  held  for 
capital  appreciation); 


» a building  owned  by  the  municipality  (or  heid  by  the  entity  under  a finance  lease)  and  teased  out  under  one  or  more 
operating  leases  (this  will  include  the  property  portfolio  rented  out  by  the  Housing  Board  on  a commercial  basis  on 
behalf  of  the  municipality);  and 

» a bulding  that  is  vacant  but  Is  held  to  be  leased  out  under  one  or  more  operating  leases  on  a commercial  basis  to 
external  parties. 

The  following  assets  do  not  fall  in  the  ambit  of  Investment  Property  and  shall  fae  dassified  as  Property  Plant  and  Equipment 
Inventory  or  Non-current  Assets  held  for  sale,  as  appropriate; 


® property  intended  for  sale  in  the  ordinary  courses  of  operations  or  in  the  process  of  construction  or  development  for 
such  saie; 

« owner  -occupied  property  , inciuding  (among  other  things)  property  held  for  future  use  as  owner  occupied  property 
property  held  for  future  development  and  subsequent  use  as  owner-occupied  property,  property  occupied  by 
empioyees  such  as  housing  for  personnei(whether  or  not  the  empioyees  pay  rent  at  market  rates)  and  owner  occupied 
property  awaiting  disposal 

» property  that  is  being  constructed  or  developed  for  future  use  as  investment  property’ 

« propety  that  is  leased  to  another  entity  under  a finance  lease 

® property  held  to  provide  a soclai  service  and  which  aiso  generates  cash  Infiows,  e'g.  Property  rented  out  below  market 

rental  to  sporting  bodies,  schools,  iow  income  famiiles.etc;  and  property  held  for  strategic  purposes  or  service  delivery 

Susbequent  Measurement 

Inyestment  property  is  measured  using  the  fair  value  model.  Under  the  fair  value  model,  investment  property  is  carried  at  its 
fair  vaiue  at  the  reporting  date.  Any  gain  or  loss  arising  from  a change  in  the  fair  value  of  the  property  is  included  in  surplus  or 
deficit  for  the  period  in  which  It  arises. 

Investment  property  is  measured  using  the  cost  modei  and  is  estimated  at  cost  less  accumulated  depreciation  and 
accumulated  impairment  iosses.  Depreciation  Is  calcuiated  on  cost,  using  the  straight-line  method  overthe  useful  life  of  the 
property,  which  Is  at  20  -30  years,  Components  of  assets  that  are  significant  in  reiation  to  the  whole  asset  ant  that  have 
dlffererrt  useful  lives  are  depreciated  seperateiy  The  gain  or  ioss  arising  on  the  disposal  of  an  investment  property  is 
determined  as  the  difference  between  the  sales  proceeds  and  the  carrying  value  and  is  recognlsed  in  the  Statement  of 
Performance. 
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1.10  Financlai  instruments 
Classification 


A finandal  asset  is  any  asset  that  is  a cash  or  contractual  right  to  receive  cash.  The  municipality  may  have  the  following  types 
of  financial  assets  as  reflected  on  the  face  of  the  Statement  of  Financial  Position  or  in  the  notes  thereto: 

® Uniisted  Investments 

e Investments  on  Fixed  Deposlts(Banking  institutions) 

» Long-term  receivables 

o Consumer  deposits 

® Other  debtors 

» Bank,  Cash  and  Cash  Equlvalants 

In  accordance  with  lAS  39.09  the  fincial  assets  of  the  municipaiity  are  classified  as  follows  into  the  four  categories  aliowed  by 
this  standard: 


Type  of  Flnanclal  Assets 


Classificatlon  In  terms  of  lAS  39.09 


Unlisted  Investments  - Stock 

Bank,  Cash  and  Cash  Equlvalents 

Bank,  Cash  and  Cash  Equivalents  - Cai!  deposlts 

Long  term  recelvabes 

Consumer  deposlts 

Other  debtors 

Investment  in  Fixed  deposits 

Bank.Cash  and  Cash  Equivalents  - Notice  dep 


Held  at  Fair  value  throgh  proflt  and  loss 

Availabie  for  saie 

Available  for  saie 

Loarts  and  receivabies 

Loans  and  receivables 

Loans  and  receivables 

Held  to  maturity 

Heid  to  maturity 


Financiai  assets  at  fair  vaiue  through  profit  or  ioss  are  financial  assets  that  meet  either  of  the  following  conditions; 
® they  are  classiffied  as  held  for  trading;or 


® upon  intiai  recognition  they  are  designated  at  fair  value  through  the  Statement  of  Performance 
Available  for  sale  investments  are  financial  assets  that  are  designated  as  avallable  for  sale  or  are  not  classified  as; 
® Loans  and  receivables; 


e Held-to~Maturity  investments;or 

• Financial  assets  at  fair  vaiue  through  the  Statement  of  Performance. 

Loans  and  Reclevables  are  non-dlrective  financiai  assets  with  fixed  ore  determinable  payments  that  are  not  quoted  in  an  active 
market.  They  are  included  in  the  current  assets,  except  for  maturities  greater  that  12  months,  which  are  classified  as  non 
current  assets.  Loans  and  Receivables  are  recognised  initiaily  at  cost  which  represents  fair  valud.  Afler  initial  recognltion 
Financial  Assets  are  measuredc  at  amorised  cost  using  the  effective  interest  rate  method  less  a provision  for  impairment. 

Held  -to-Maturity  investments  are  financia!  assets  with  fixed  or  determinable  payments  and  fixed  maturiy  where  the  municipality 
has  the  posivie  intend  and  ability  to  hoid  the  investment  to  maturity. 

Cash  includes  cash-on-hand  (including  petty  cash)  and  cash  with  banks(includlng  cail  deposits).  Cash  Equivaients  are  short 
term  highly  liquid  investments,  readily  covertivle  in  known  amounts  of  cash,  which  are  heid  with  the  registed  banking  institutions 
with  maturities  of  three  months  or  less  and  are  subject  to  an  insignificant  rlsk  of  change  in  value.  For  the  purposes  of  cashflow 
statement,  cash  and  cash  equivalents  comprise  cash-on-hand,  deposits  held  on  call  with  banks,  net  of  bank  overdrafts.  The 
municipality  categorises  cash  and  cash  equivalents  as  a Finandal  asset ; Available  for  saie. 

Financial  Liabiiities  - Ciassification 
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1.10  Financiai  instruments  (continued) 

A financial  liabiiity  is  a contractual  obligation  to  deiiver  cash  or  another  financiai  asset  to  another  entity.  The  Municipaltiy  may 
have  the  following  types  of  financial  iiabilities  as  reflected  on  the  face  of  the  Statement  of  Flnandai  Position  or  in  the  notes 
hereto: 

Long  term  Liabiiities 
Creditors 
Bank  Overdraft 
Short  term  loans 

Current  portion  of  Long  term  Liabilities 
Consumer  deposits 

There  are  two  main  categories  of  Fiancial  liabiiities,  the  dassification  based  on  how  they  are  measured.  Financlai  iiabilities  may 
be  measured  at: 

(i)  fair  value  through  profit  and  ioss;  or 

(ii)  not  at  far  value  through  profit  or  ioss  (’other  llnanciai  iiabilities') 

Financia!  liabilities  that  are  measured  at  fair  vaiue  through  profit  or  ioss  are  financial  liabilities  that  are  essentially  held  for 
trading  (i.e.  Purchased  with  the  interntion  to  sell  or  repurchase  in  the  short-term;  derivatives  other  than  hedging  instruments  are 
part  of  a portfolio  of  financial  instruments  where  there  is  recent  actual  evidence  of  short-term  profiteeiing  or  are  derivatives). 
Financial  liabilities  that  are  measured  at  fair  value  through  proflt  or  loss  are  stated  at  fair  value,  with  any  resulted  gain  or  loss 
recognised  in  the  Statement  of  Financial  Performance. 

Any  other  financial  iiabilities  are  classified  as  other  Financiai  Liabilities  of  the  Municipality  are  all  classified  as  financial  liabilities 
that  are  not  measured  at  fair  value  through  profit  or  ioss. 

Held-to-Maturity  investment  and  loans  and  receivables  are  initially  measured  at  fairvalue  plus  transaction  costs  that  are  directly 
attiibutable  to  the  acquisition  or  issue  of  the  finandai  asset.  Subsequently,  these  assets  are  measured  at  amortised  cost  using 
the  effectlve  interest  method  iess  any  impairment,  with  revenue  recognised  on  an  effective  yield  basis. 

In  accordance  with  1AS39.39  the  financiai  liabilities  are  all  dassified  as  financial  liabilities  that  are  not  measure  at  fair  value 
through  profit  and  ioss. 

Trade  and  other  receivables 

Accounts  receivable  are  carried  at  anticipated  reaiisabie  vaiue.  An  estimate  is  made  for  doubtfu!  receivables  based  on  a review 
of  a!l  outstanding  amounts  at  year-end.  Bad  debts  are  written  off  during  the  year  rn  which  they  are  identified.Amounts  that  are 
receivable  within  12  months  from  the  reporting  date  are  ciassified  as  current.  Trade  credltors  are  stated  at  their  nominai  value. 

Trade  payables  and  borrowings 

Financiai  liabilities  consist  of  trade  payables  and  borrowings.  They  are  categorised  as  flnancial  liaibilities  held  at  amortised 
cost,  are  intitially  recognised  at  fair  vaiue  and  subsequently  measured  at  amortised  cost  which  is  the  initiai  carrying  amount, 
less  repayments,  plus  interest. 

Cash  and  cash  equivalents 


Cash  includes  cash  on  hand  (including  petty  cash)  and  cash  with  banks  (inciuding  call  deposits).  Cash  equivalents  are  short- 
term  highly  liquid  investments,  readily  convertible  into  known  amounts  of  cash,  that  are  held  with  registered  banking  Institutions 
with  maturities  of  three  months  or  iess  and  are  subject  to  an  insignificant  risk  of  change  in  value.  For  the  purposes  of  the  cash 
fiow  statement,  cash  and  cash  equivalents  comprise  cash  on  hand,  deposits  held  on  call  with  banks,  net  of  bank  overdrafts. 
The  municipality  categorlses  cash  and  cash  equivalents  as  financial  assets:  ioans  and  recelvables. 

Bank  overdrafts  are  recorded  based  on  the  facility  utilised.  Finance  charges  on  bank  overdraft  are  expensed  as  incurred. 
Amounts  owing  in  respect  of  bank  overdrafts  are  categorised  as  financial  iiabilities:  other  financial  liabilties  carried  at  amortised 
cost. 

Derivatlves 
Additional  text 
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1.10  Financial  instruments  (continued) 

Held  to  maturlty 

These  financial  assets  are  initially  measured  at  fair  value  plus  direct  transaction  costs. 

At  subsequent  reporting  dates  these  are  measured  at  amortised  cost  using  the  effective  interest  rate  method,  iess  any 
impairment  ioss  recognised  to  refJect  irrecoverable  amounts.  An  impairment  loss  is  recognised  in  surplus  or  deficit  when  there 
is  objective  evidence  that  the  asset  is  impaired,  and  is  measured  as  the  difference  between  the  investment’s  carrying  amount 
and  the  present  vaiue  of  estimated  future  cash  fiows  discounted  at  the  effective  interest  rate  computed  at  initial  recognition. 
Impairment  losses  are  reversed  In  subsequent  periods  when  an  increase  in  the  investment’s  recoverable  amount  can  be 
related  objectively  to  an  event  occuiring  after  the  impairment  was  recognised,  subject  to  the  restriction  that  the  carrying  amount 
of  the  investment  at  the  date  the  impairment  is  reversed  shail  not  exceed  what  the  amortised  cost  wouid  have  been  had  the 
impairment  not  been  recognised. 

Financial  assets  that  the  municipality  has  the  positive  intention  and  ability  to  hoid  to  maturity  are  ciassified  as  heid  to  maturity. 

1.11  inventorles 

Consumabie  stores  are  valued  at  the  lower  of  cost  and  net  realisabie  vaiue.  in  general,  the  basis  of  determining  cost  is  the 
weighted  avarege  method  Redundant  and  slow-moving  inventories  are  identified  and  written  down  from  cost  to  net  realisabie 
value  with  regard  to  their  estimated  economic  or  reaitsabie  values 

1.12  Revenue  from  exchange  transactions 

Service  charges  relating  to  refuse  removal  are  raised  by  means  of  a rate,  and  the  rate  is  recognised  when  the  iega!  entitlement 
to  this  revenue  arises,Coliection  charges  are  recognised  when  such  amounts  are  iegaliy  enforceable.  Penaity  interest  on 
unpaid  rates  is  recognised. 

Interest  and  rentals  are  recognised  on  a time  proportion  basis 

Dividends  are  recognised  on  the  date  that  the  fyiunicipality  becomes  entitled  to  receive  the  dividends 

Revenue  arising  from  the  application  of  the  approved  tariff  of  charges  is  recognised  when  the  relevant  service  is  rendered  by 
applying  the  relevant  gazetted  tariff.This  includes  the  issuing  of  iicences  and  permits. 

Income  for  agency  services  is  recognised  on  a monthly  basis  once  the  income  coHected  on  behaif  of  agents  has  been 
quantified.The  income  recognised  is  in  terms  of  the  agenr^  agreement. 

Revenue  from  the  sale  of  goods  is  recognised  when  the  risk  is  passed  to  the  consumer.  Revenue  from  public  contributions  is 
recognised  when  all  conditions  assoclated  with  the  conthbution  have  been  met  or  where  the  contribution  is  to  finance 
property.plant  and  equipment,  when  such  items  of  property,  plant  and  equipment  are  brought  Into  use.  VVhere  pubiic 
contributlons  have  been  received  but  the  Municipaiity  not  met  the  condition,  a iiability  is  recognised 

1.13  Revenuefrom  non-exchange  ti^nsactions 

Revenue  from  property  rates  is  recognised  when  the  legal  entitlement  to  this  revenue  arisesColiection  charges  are  recognised 
when  such  amounts  are  legally  enforceable. 

Penalty  interest  on  unpard  rates  is  recognised  on  the  time  proportion  basis. 

Fines  consiiiute  both  spot  fines  and  summonses. 

Revenue  from  spot  fines  and  summonses  is  recognised  when  payment  is  received. 

Donations  are  recognlsed  on  a cash  receipt  basis  or  where  the  donation  is  in  the  form  f property.plant  and  equipment  when 
such  items  of  property.plant  and  equipment  are  rought  into  use. 

Contributed  property,  plant  and  equipment  is  recognised  when  such  items  of  property,  iant  and  equipment  are  brought  Into  use. 

Revenue  from  the  recovery  of  unauthorised,  irregular,  fruitless  and  wasteful  expenditure  is  based  on  legislated  procedures, 
including  those  set  out  in  the  Municipa!  Finance  Management  Act  (Act  No.56  of  2003)  and  is  recognised  when  the  recovery 
thereof  from  the  responsible  counclilors  or  officials  is  virtuaily  certain. 
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1.14  Conditional  grants  and  receipts 

Revenue  received  from  conditlonal  grants,donations  and  funding  are  recognised  as  revenue  to  the  extent  that  the  Municipality 
has  comptied  with  any  of  the  criteria,  conditlons  and  obligations  embodied  in  the  agreement.  To  the  extent  that  the 
criteria.conditions  or  obiigations  have  not  been  met  a liabiiity  is  recognised. 

1.15  Provisions  and  contingencies 

Contingent  assets  and  contingent  ilabilities  are  not  recognised.  Contingencies  are  disclosed  in  noie  . Annuai  Financial 
Statements. 

Provisions  are  recognised  when  the  Municipality  has  a present  or  constructive  obligation  as  a result  of  past  events,  it  is 
probable  that  an  outfiow  of  resources  embodying  economic  benefits  will  be  required  to  settle  the  obligation  and  a reliable 
estimate  of  the  provision  can  be  made.Provisions  are  reviewed  at  reporting  sheet  date  and  adjusted  to  reflect  the  current  best 
estimate. 

1.16  Unauthorised  expendiUire 

Unauthorised  expenditure  is  expenditure  that  has  not  been  budgeted  for,  expenditure  that  is  not  in  terms  of  the  conditions  of 
an  allocation  received  from  another  sphere  of  government,  municipality  or  organ  of  state  and  expenditure  in  the  form  of  a grant 
that  is  not  permitted  in  terms  of  the  Municipai  Finance  Management  (Act  No.56  of  2003).  Unauthorised  expenditure  is 
accounted  for  as  an  expense  in  the  Statement  of  Financiai  Performance  and  where  recovered,  it  is  subsequently  accounted  for 
as  revenue  in  the  Statement  of  Financial  Performance. 

1.17  Itreguiar  expendtture 

Irregular  expenditure  is  expenditure  that  is  contrary  to  the  Municipal  Finance  Management  Act  (Act  No.56of  2003)  the  Municipal 
Systems  Act  (Act  No.  32  of  2000),the  Pubiic  Office  Bearers  Act  (Act  No.  20  of  1998)  or  is  in  contravention  of  the  Munidpality's 
suppiy  chain  management  poiicy.  irregular  expenditure  exdudes  unauthorised  expenditure.lrregular  expenditure  is  accounted 
for  as  expenditure  in  the  Statement  of  Ftnancial  Performance  and  where  recovered,  it  is  subsequently  accounted  for  as 
revenue  in  the  Statement  of  Financial  Performance. 

1.18  Fruitless  and  wastefut  expenditure 

Fruitiess  and  wasteful  expenditure  ts  expenditure  that  was  made  in  vain  and  would  have  been  avoided  had  reasonable  care 
been  exercised.  Fruitiess  and  wasteful  expenditure  is  accounted  for  as  expendtture  in  the  Statement  of  Finandal  Performance 
and  where  recovered,  it  is  subsequently  accounted  for  as  revenue  in  the  Statement  of  Financiai  Performance. 

1.19  Event  after  the  reporting  date 

Events  after  the  reporting  date  that  are  dassified  as  adjusting  events  have  been  accounted  for  tn  the  Annual  Ftnandai 
Statements  . The  events  after  the  reporting  date  that  are  classlfied  as  non  adjusting  events  after  the  reporting  date  have  been 
disctosed  in  the  Annual  Financial  Statements. 

1.20  Related  parties 

Individuals,  as  well  as  their  close  famliy  memebers,  and/or  entittes  are  related  parties  if  one  party  has  the  ability,  dlrectly  or 
Indirectly,  to  control  or  Jointly  controi  the  other  party  or  exercise  significant  influence  over  the  other  party  in  making  finandal 
and/or  operating  dedsions.  Key  management  personnei  is  defined  as  the  Munidpal  Manger,  Chief  Finandai  Officer  and  ali 
other  managers  reporting  directly  to  the  Munictpal  Manager  or  as  designated  by  the  Munidpal  Manager 

1.21  Comparative  flgures 

Budgeted  amounts  have  been  included  in  the  Annual  Financial  Statements  for  the  current  finandal  year 

Wien  the  presentation  or  ciassification  of  items  in  the  Annual  Financial  Statements  is  amended,  prior  petiod  comparative 
amounts  are  re  dassified.  The  nature  and  reason  for  the  redassification  is  disdosed 

1.22  VAT 

The  Munidpality  accounts  for  Value  Added  Tax  on  invoice  basis 
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1.23  Empioyee  beneflts 

The  funds  are  actuarially  valued  every  three  years  using  the  discounted  cash  ilow  method.  Any  deficits  identified  by  the 
actuary  are  recovered  from  participatjng  municipalities  in  the  form  of  surcharges  added  to  the  Contrlbutions  which  are  charged 
as  an  expense  in  the  Statement  of  Financial  Performance  in  the  year  that  they  become  payable. 

1.24  Investmente 

Financial  instruments,  which  inciude  short-term  deposits  invested  in  recognised  commercial  banks,  are  stated  at  cost. 

1.25  Leases 

Fmance  leases  as  iessee 

Leases  are  classified  as  finance  leases  where  substantially  all  the  risks  and  rewards  associated  with  ownership  of  an  are 
fransferred  to  the  municlpality  .Property  ,plant  and  equipment  or  intangible  assets  subject  to  finance  lease  agreements  are 
initially  recognised  at  the  lower  of  the  asset's  fair  value  and  the  present  value  of  the  minimum  lease  payments.  The 
corresponding  liabilities  are  initially  recognised  at  the  inception  of  the  lease  and  are  measured  as  the  sum  of  the  mlnimurn 
lease  payment  due  in  terms  of  the  lease  agreement,  discounted  for  the  effect  of  interest.  In  discounting  the  lease  payments  the 
municipality  uses  the  interest  rate  that  exactly  discounts  the  lease  payments  and  unguaranteed  residual  value  to  the  fair  value 
of  the  asset  plus  any  direct  costs  incurred. 

Subsequent  to  initial  recognition,  the  leased  assets  are  accounted  for  in  accordance  with  the  stated  accounting  policies 
applicable  to  property.piant.equipment  or  intangibles.  The  iease  liability  is  reduced  by  the  lease  payments,which  are  allocated 
between  the  lease  finance  cost  and  the  capital  repayment  using  the  effective  interest  rate  method.  Lease  finance  costs  are 
expensed  when  incurred.  The  iease  asset  ts  depreciaied  over  the  shorter  of  the  asset's  usefui  life  or  the  lease  term. 

Municipality  as  lessor 

Amounts  due  from  lessees  under  finance  leases  are  recorded  as  receivables  at  the  amount  of  the  net  investment  In  the  ieases. 
The  receivables  is  calculated  as  the  sum  of  all  the  mintmum  lease  payments  to  be  recieved,  plus  any  unguaranteed  residual 
accruing  to  the  municipality,dlscounted  at  the  interest  rate  impilcit  in  the  lease  .The  receivable  is  reduced  by  the  capital  portion 
of  the  lease  instalments  recieved  ,with  the  interest  portion  being  recogritsed  as  interest  revenue  on  a time  proportionate  basis 
The  accounting  policies  relating  to  derecognition  and  impairment  of  finanda!  instruments  are  applied  to  lease  rectevables. 

Operating  ieases  - lessor 

Operating  lease  income  is  recogntsed  as  revenue  on  a straight  line  basis  over  the  lease  term, 

Initiai  direct  costs  incurred  in  negotiating  and  arranging  operating  ieases  are  added  to  the  carrying  amount  of  the  leased  asset 
and  recogntsed  as  an  expense  over  the  iease  term  on  the  same  basis  as  the  lease  income  . 

income  for  leases  is  dlsclosed  under  revenue  in  statement  of  financia!  performance. 

Operatlng  leases  -lessee 

Operating  leases  are  those  leases  that  do  not  faii  within  the  scope  of  the  above  definition.  Operating  lease  rentais  are 
recognised  as  an  expense  in  the  Statement  of  Ftnancia!  Performance  accrued  on  a straight-line  basis  overthe  term  of  the 
relevant  iease. 

1.26  Borrowtng  costs 

Borrowing  costs  that  are  directiy  attributable  to  the  acquisition,  constructlon  or  production  of  qualifying  assets  are 
capitalised  to  the  cost  of  that  asset  unless  it  is  inappropriate  to  do  so.  The  municipality  ceases  the  capitaiisation  of 
borrowing  costs  when  substantially  ali  the  activities  to  prepare  the  asset  for  its  intended  use  or  sale  are  complete.  It  is 
considered  inappropriate  to  capitalise  borrowing  costs  where  the  link  between  the  funds  borrowed  and  the  capital  asset 
acquired  cannot  be  adequately  established.  Borrowing  costs  incurred  other  than  on  qualifying  assets  are  recognised  as  an 
expense  in  surplus  or  deficit  when  incurred. 

1.27  Housing  developmentfund 

The  Housing  Development  Fund  is  cash-backed  and  is  dedicated  to  houslng  needs.  The  cash  was  generated  by  the  sale  of 
plots  some  years  ago,  and  expenditure  thereof  is  subject  to  approval  of  the  Housing  Board. 
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1.28  Changes  in  accounting  poiicies,  estimated  and  errors 

Changes  in  Accounting  Poiicies  that  are  effected  by  management  have  been  applied  retrospectiveiy  in  accordance  with  GRAP 
3 requirements,  except  to  the  extent  that  it  is  impractlcable  to  determine  the  period  -specific  effects  or  the  cumulative  effect  of 
the  change  in  policy  In  such  cases  the  munlcipality  reestated  the  opening  balances  of  assets,  liabilities  and  net  assets  for 
earliest  period  for  vi/hich  refrospective  restatement  is  practicable.  Refer  to  the  note  for  detaiis  of  changes  in  accountlng  poiicies 

Changes  in  Accounting  Estimates  are  applied  prospectiveiy  in  accordance  with  GRAP  3 requirements,  Details  of  changes  in 
estimates  are  disclosured  in  the  notes  to  the  annuai  financiai  statements  where  applicable. 

Correction  of  Errors  is  applied  retrospectively  in  the  period  in  which  the  error  has  occurred  in  accordance  with  GRAP  3 
requirements,  excepr  to  the  extent  that  it  is  impracticable  to  detemriine  the  period-speclfic  effects  or  the  cumulative  effect  of  the 
error.  in  such  cases  the  municipality  shail  restate  the  opening  balances  of  assets,  iiabiiities  and  net  assets  for  the  eariiest 
period  for  whlch  retrospective  is  practicabie. 


The  municipality  identified  and  disciosed  the  impact  of  GRAP  standards  that  have  been  issued  but  are  not  yet  effective  in 
accordance  with  the  requirements  of  GRAP  3. 

1.29  Afforestation 

The  Harding  Afforestation  Scheme  (the  Scheme)  is  managed  by  NCT  Tree  Farming  (Pty)  Ltd  (NCT)  and  NCT  is  paid  a 
management  fee  forthis  service  by  the  Scheme.  The  Scheme’s  annuai  net  profit  accrues  to  the  Umuziwabantu  Municipality 
(UM).  In  terms  of  the  agreement  between  NCT  and  UM  certain  fixed  assets  and  the  piantatlons  under  the  control  of  the 
Scheme  are  the  property  of.  and  will  remain  the  property  of.  the  Umuziwabantu  Municipality.  Bioiogical  assets  (plantation 
inventories)  are  stated  at  fair  value  less  estimated  point  of  sale  costs,  based  on  the  present  value  of  net  fiiture  cash  flows  from 
the  asset  dlscounted  at  a market  determined  pre-taxatlon  rate.  increases  or  decreases  in  value  are  recognised  In  the  Income 
statement. 


Ail  expenses  incurred  In  maintaining  and  protecting  the  assets  are  recognised  in  the  income  statement.  Finance  charqes  are 
not  capitalised. 

1-30  impairment  of  cash-generating  assets 

Cash-generating  assets  are  those  assets  held  by  the  municipalfty  with  the  primary  objective  of  generating  a commerciai  return 
When  an  asset  is  depioyed  in  a manner  consistent  with  that  adopted  by  a profit-orientated  entity,  it  generates  a commercial 
retum. 

Impairment  is  a loss  in  the  future  economic  benefits  or  service  potential  of  an  asset,  over  and  above  the  systematic  recognltion 
of  the  ioss  of  the  asset’s  future  economic  benefits  or  service  potentiai  through  depreciation  (amortisation). 

Carrying  amount  is  the  amount  at  which  an  asset  is  recognised  in  the  statement  of  financial  position  after  deducting  any 
accumuiated  depreciation  and  accumulated  impairment  losses  thereon. 

A cash-generatlng  unit  Is  the  smailest  identifiable  group  of  assets  held  with  the  primary  ofajective  of  generating  a commercial 
retum  that  generates  cash  Inflows  from  continuing  use  that  are  largely  independent  of  the  cash  inflows  from  other  assets  or 
groups  of  assets. 

Costs  of  disposa!  are  incrementai  costs  directiy  attributabie  to  the  disposai  of  an  asset,  excluding  finance  costs  and  income  tax 
expense. 

Depreclation  (Amortisation)  is  the  systematic  allocation  of  the  depredabie  amount  of  an  asset  over  its  useful  life. 

rair  value  iess  costs  to  seil  is  the  amount  obtainable  from  the  sate  of  an  asset  in  an  arm’s  length  transactlon  between 
knowiedgeable,  wiliing  parties,  iess  the  costs  of  disposal. 

Recoverable  amount  of  an  asset  or  a cash-generating  unlt  is  the  higher  its  falr  value  less  costs  to  seil  and  its  value  in  use. 
Useftil  iife  is  either: 

(a)  the  period  of  time  over  which  an  asset  is  expected  to  be  used  by  the  municipality;  or 

(b)  the  number  of  production  or  similar  units  expected  to  be  obtained  from  the  asset  by  the  municipality. 

Criteria  developed  by  the  munidpality  to  distinguish  cash-generating  assets  from  non-cash-generating  assets  are  as  follow: 
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1.30  Impairment  of  cash-generating  assets  {continued} 

If  the  recoverabie  amount  of  an  asset  is  less  than  its  carrylng  amount,  the  carrying  amount  of  the  asset  is  reduced  to  its 
recoverable  amount.  That  reduction  is  an  impairment  loss. 

An  impairment  loss  of  assets  carried  at  cost  less  any  accumulated  depreciation  or  amortisation  is  recognised  immediately  in 
surplus  or  deficit 

An  impalnnent  ioss  is  recognised  for  cash  generating  units  if  the  recoverabie  amount  of  the  unit  is  less  than  the  carrying 
amount  of  the  unit.  The  impairment  loss  is  ailocated  to  reduce  the  carrying  amount  of  the  assets  of  the  unit  as  follows; 

To  the  assets  of  the  unit,  pro  rata  on  the  basis  of  the  carrying  amount  of  each  asset  in  the  unit. 

The  municipality  assesses  at  each  reporting  date  whether  there  is  any  indication  that  an  impairment  loss  recognised  tn  prior 
periods  for  assets  may  no  ionger  exist  or  may  have  decreased.  If  any  such  indication  exists,  the  recoverabie  amount  of  those 
assets  are  estimated. 

The  increased  carrying  amount  of  an  asset  attributable  to  a reversal  of  an  impairment  loss  does  not  exceed  the  carrying 
amount  that  would  have  been  determined  had  no  impairement  ioss  been  recognised  for  the  assets  in  prior  periods. 

A reversal  of  an  impairment  ioss  of  assets  carried  at  cost  iess  accumulated  depreciation  or  amortisation  is  recognised 
immediately  In  surplus  or  deficlt. 

1.31  Share  capitai  / contributed  capital 

An  equity  instrument  is  any  contract  that  evidences  a residuai  interest  in  the  assets  of  an  municipallty  after  deducting  aii  of  its 
iiabiiities. 
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2013  2012 

R R 


2.  investment  property 


2013 

2012 

Cost/ 

Vaiuation 

Accumuiated 

depreciation 

and 

accumulated 

impairment 

Carrylng  value 

Cost/ 

Vaiuation 

Accumulated 

depreciation 

and 

accumulated 

impairment 

Carrying  value 

Investment  property 

1,686,000 

- 

1.686,000 

1,568,400 

•- 

1,568,400 

Reconciliation  of  Invesfanent  property  - 2013 


Opening  Other  changes,  Totai 
balance  movements 

Investment  property  1,568,400  117,600  1,686,000 


Detaiis  of  property 

Various  landwhere  council  has  not  determined  future  use  and  the  falr  value  dlsclosed  was  based  on  avaluation  by  an 
independant  vaiuer,  iVlills  Fitchet,  who  holds  a recognised  and  relevant  professional  gualification  and  has  has  recent 
experience  in  the  category  of  the  valued  investment  properties. 

A register  containing  the  Infonriation  required  by  section  63  of  the  Municipa!  Finance  Management  Act  is  available  for 
inspection  at  the  registered  office  ofthe  Umuziwabantu  Munidpaiity. 
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2013 

R 

2012 

R 

3.  Property,  plant  and  equipment 

2013 

2012 

Cost/ 

Accumulated 

Carrying  value 

Cost/ 

Accumulated 

Carrying  value 

Valuation 

depreciation 

Valuation 

depreciation 

and 

and 

accumulated 

accumuiated 

impairment 

impainnent 

Land 

20,992,197 

- 

20,992,197 

18,622,000 

18,622.000 

Buildings 

12,989.852 

(5,022,185) 

7,967,667 

17,427,511 

(6,049,953) 

11,377,558 

Plant  and  machinery 

7.065.567 

(4,399.021) 

2,666,546 

6,024,698 

(2.475.175) 

3,549,523 

Fumiture  and  fixtures 

2,009,625 

(1,389,853) 

619,772 

2,245,445 

(1,308,579) 

936,866 

IT  equipment 

1,328,409 

(898,325) 

430,084 

1,474,160 

(923.344) 

650,816 

Roads 

56,413.078 

(7,612,662) 

48,800,416 

67,711,095 

(6,830,435) 

50,880,660 

Other  property,  plant  and 

2,070,534 

(2,821,757) 

(751,223) 

4,274,591 

(2,045,564) 

2,229,027 

equipment 

Other  leased  Assets 

1,372,949 

(425,443) 

947,506 

1,210,991 

(439,188) 

771,803 

Cemeteries 

5,993 

(5,993) 

- 

5,993 

(5,793) 

200 

Afforestation 

1,564,248 

(268,476) 

1,295,772 

1,211,363 

(189,351) 

1,022,012 

Solid  waste 

3,607,928 

(583,931) 

3,023,997 

2,707.426 

(1,116,000) 

1,592,426 

Electricity 

11,796,020 

(4,799,726) 

6,996,294 

12,486,964 

(3.877,053) 

8,609,91 1 

Under  construction 

48,900,991 

- 

48,900,991 

16,989,676 

- 

16,989,676 

Totai 

170,117,391 

(28,227,372) 

141,890,019 

142,391,913 

(25,259,435) 

117,132,478 

A register  contalning  the  information  required  by  section  63  of  the  Munlcipal  Finance  Management  Act  is  availabie  for 
inspection  at  the  registered  office  of  the  Umuziwabantu  municipality  Refer  to  Appendlx  B for  more  detail  on  property,  plant  and 
equipment,The  effective  date  of  revaluation  of  iand  was  1 Juiy  2009, and  an  independent  valuer,  Millsfitchet.  was  appointed  to 
do  the  valuation.  The  valuation  was  determined  at  market  related  values  or  recent  marlcet  transactions  at  arms's  iength,  or  were 
estlmated. 


27 


U^UZIWABANTU  lyiUNfCIPALITY 

Flnanctal  Statements  for  the  year  ended  30  June  2013 


Motes  to  the  Flnancial  Statements 


2013 

R 

2012 

R 

4.  intanglble  assets 

2013 

2012 

Cost/ 

Valuation 

Accumuiated 

amortisation 

and 

accumuiated 

impairment 

Carrying  vaiue 

Cost/ 

Vaiuation 

Accumuiated 

amortisation 

and 

accumulated 

impairment 

Carrying  vaiue 

Computer  software,  other 

“ 

- 

- 

234,636 

(168,677) 

65,959 

Reconciiiation  of  Intangibie  assets 

-2013 

Computer  software,  other 

Opening 

balance 

65,959 

Oisposals 

(32,730) 

Other  changes, 
movements 
(33,229) 

Tota! 

Significant  Intangible  Assets: 

Significant  intangible  assets,  that  did  not  meetthe  recognition  crlteria  for  intangible  assests  as  stipulated  in  GRAP  102,are  the 
foliowing:  Website  costs  incurred  have  been  expensed  and  not  recognised  as  intangibie  assets. 

The  amortisation  expense  has  been  inctuded  in  the  iine  }tem"Depreciation"  in  the  Statement  of  Financial  Performance 


Reconciliation  of  intangible  assets  - 2012 


Opening 

Other  changes, 

Totai 

baiance 

movements 

Computer  software,  other 

65,959 

65,959 

5.  Receivabies 


Residual  interest  at  cost 

Other  financial  asset  1 500  500 

Terms  and  conditions 


At  amortised  cost 

Other  financial  asset  1 

500 

500 

Loans  and  receivables  1 

80,217 

222,981 

80,217 

222,981 

80,717 

223,481 

500 

500 

80,717 

223,481 

Totai  other  financial  assets 

81,217 

223,981 

Non-current  assets 

Residual  interest  at  cost 

500 

500 

At  amortised  cost 

- 

89,433 

500 

89,933 

Current  assets 

At  amortised  cost 

80,217 

133,548 
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Non-current  assets  500  89,933 

Current  assets  80,217  133!548 

80,717  223,481 


6.  Employee  benefit  obiigatlons 

The  Municipality's  personnei  are  members  of  one  of  the  three  Natal  Joint  Municipai  Pension  Funds  i.e.  (Superannuation, 
Provident  and  Retirement).  The  valuator  carries  out  a statutory  vaiuation  on  a triennial  basis  and  an  interim  valuation  on  an 
annuai  basis  (only  the  2012  interim  has  been  completed). 
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6,  Empioyee  benefit  obSigations  (continued) 

Superannuation 

The  plan  is  a finai  salary  pension  / flat  plan  or  a post  employment  medicai  beneftt  pian. 

A statutory  (an  interim)  actuarial  valuation  of  the  Fund  was  carried  outforthe  period  ending  31  March  2012.  The  actuarial  value 
of  totai  assets  was  less  than  the  actuarial  value  of  iiablllties  for  the  service  of  members  to  that  date  and  for  pensioners  by: 
135000000  made  up  as  follows: 

Forservice  to  31  March  2012 

for  pensioners  - surplus  funding  ievel  1 16.0%  (2008:  surplus  fundlng  ievei  138.0%)  - surplus  R 405  000  000  for  members  - 
surplus  funding  level  93.0%  (2008:  surplus  funding  level  104.7%)  - deficit  -R  270  000  000 

The  fund  hold  an  Investment  Reserve  at  31  March  2012.  R 29  8300  000 

Conciusion 

For  service  to  31  March 
2011 

The  funding  ievel  of  the  Fund  for  active  members  has  deteriorated  from  102.6%  at  31  March  2008  to  96.0%  at  31  March  2012. 
The  plan  is  a final  salary  pension  / flat  plan  or  a post  employment  medical  benefit  plan. 

A statutory  (an  interim)  actuarial  valuation  of  the  Fund  was  carried  out  for  the  period  ending  31  March  201 1 . The  actuarial  value 
of  total  assets  was  less  than  the  actuarial  value  of  (iabilities  for  the  service  of  members  to  that  date  and  for  pensioners  by; 
234000000  made  up  as  foliows; 

for  pensioners  - surplus  funding  ievel  11 4.7%  (2008:  surplus  funding  level  138.0%)  - surplus  R 315  500  000  for  members  - 
surplus  funding  level  84.7%  (2008:  surplus  funding  level  104.7%)  - deficit  -(R  549  500  000) 

The  fund  hold  an  Investment  Reserve  at  31  March  201 1 . 

Conciusion 

The  funding  level  of  the  Fund  for  active  members  has  deteriorated  from  102.6%  at  31  March  2008  to  90.9%  at  31  March  201 1 . 
Post  retirement  benefit  pian 
For  service  2012 

The  salent  features  of  the  Statutory  (Interim)  Valuation  Report  on  the  fund  as  at  31  March  2012  were  that  the  net  market  value 
of  the  Fund's  assets  were  nearty  sufficient  to  fuily  cover  the  members  share  account  and  to  provide  total  reserves  of  R 1 475 
795  000  The  liabilities  of  the  Fund  exceeded  the  assets  by  a smai!  deficit  (or  unallocated  assets)  of  which  represents  7,05%  of 
assets,  is  a feature  of  the  smoothed  bonus  approach  followed  by  the  Fund  and  will  be  met  from  future  Investment  eamlngs 

Conclusion 

For  service  March  2011 

The  maricet  value  of  the  assets  approximateiy  equaied  the  liabillties  and  reserves  atthe  vaiuation  date,  and  this  was  the  same 
sltuation  as  at  31  March  2009. 

The  saiient  features  of  the  Statutory  (Interim)  Valuation  Report  on  the  fund  as  at  31  March  201 1 were  that  the  net  market  value 
of  the  Fund's  assets  were  neariy  sufflcient  to  fully  cover  the  members  share  account  and  to  provide  tota!  reserves  of  R 1 055 
789  000  The  liabilities  of  the  Fund  exceeded  the  assets  by  a small  deficit  (or  unallocated  assets)  of  R 156  000  which 
represents  0,05%  of  assets,  is  a feature  of  the  smoothed  bonus  approach  foNowed  by  the  Fund  and  wil!  be  met  from  future 
investment  earnings 

Conclusion 
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6.  Empioyee  benefit  obligatlons  (continued) 

The  market  value  of  the  assets  approximateiy  equaied  the  iiabiiities  and  reserves  at  the  valuation  date,  and  this  was  the  same 
situation  as  at  31  March  2009. 

Retirement  Fund 

For  service  to  31  March  2012 

The  sallent  features  of  the  intehm  valuation  of  the  fund  at  31  March  2012  are: 

The  actuarial  value  of  total  assets  of  the  fund  was  iess  than  that  of  the  actuarial  value  of  the  liabilities  for  the  service  of 
members  to  that  date  and  for  pensioners  by  R -234  710  000  made  up  as  foltows; 

For  pensioners  - funding  level  1 15.3%  (2009  : funding  ievel  1 19.1%)  - surplus  16790000  for  members  - fiinding  level  82.0% 
(2009  : funding  ievel  79.5%)  - deficit  -251500000 

The  fund  did  not  hold  an  Investment  Reserve. 

Concluslon 

For  service  to  31  March  2011 

The  funding  ievei  of  the  Fund  for  aciive  members  has  increased  from  79.5%  at  31  March  2009  to  82.0%  at  31  March  2012. 
The  salient  features  of  the  interim  vaiuation  of  the  fund  at  31  March  201 1 are; 

The  actuariai  value  of  total  assets  of  the  fund  was  less  than  that  of  the  actuarial  value  of  the  liabiiities  for  the  sen/ice  of 
members  to  that  date  and  for  pensioners  by  R -322  600  000  made  up  as  foliows: 

for  pensioners  - funding  level  106.3%  (2009  : funding  levei  1 19.1%)  - surplus  59  700  000  for  members  - funding  ieve!  72  6% 
(2009  : funding  level  79.5%)  - deficit  -(382  300  000) 

The  fund  did  not  hold  an  Investment  Reserve. 

Concluslon 

The  funding  ievei  of  the  Fund  for  active  members  has  increased  from  79.5%  at  31  March  2009  to  72.6%  at  31  March  2011. 

7.  Piantation  Investments 

Plantation  standing  timber-Afforestation  Scheme 
Unlisted  Investment 

20,110,287  17,152,921 


20,099,488  17,142,122 

10,799  10,799 


The  increase  in  fair  value  during  the  year  was  R 2 957  366  (2012  : R 1 901  920  increase)  Plantation  inventories  are  stated  at 
falr  value  less  estimated  point  of  sale  costs,  based  on  the  present  value  of  net  future  cash  fiows  from  the  asset  discounted  at  a 
market  determine  pre-taxation  rate.The  Scheme  held  1,475  (2012  :1,049)  hectares  of  plantation  at  year  end.  The  scheme  is 
exposed  not  anticipate  that  standing  crop  prlces  will  deciine  significantly  in  the  foreseeable  future,  and  therefore,  has  not 
entered  into  any  deriyative  or  other  contract  to  manage  the  risk  of  a deciine  in  standing  crop  prices.  The  scheme’  reviews  its 
outiook  for  standing  timber  prices  regulariy  in  considering  the  need  for  active  financiai  risks  management. 

8.  Inventories 

Inventory  as  per  general  ledger  - Electrical  equipment 
Store  stock 
Afforestation  scheme 


165,559  208,173 


96,230  152,704 

36,613  13,451 

33,716  42,018 


The  inventory  value  is  considered  as  the  lower  of  cost  or  net  reaiisabie  value. 
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9.  Receivables  from  exchange  other  transactions 

Trade  debtors 

Deposits 

357,410 

10,400 

1,466.167 

10,400 

367,810 

1,476,567 

The  Credit  Control  Policy  states  that  the  average  credit  period  is  30  days.  Interest  is  charged  on  overdue  accounts  and  such 
interest  is  determined  by  Council.  Management  has  profiied  each  debt  and  considered  the  effect  of  any  impairment  in  the  value 
of  outstanding  debt 

The  provision  is  made  annually  and  Is  calculated  by  analysing  ail  those  above  90  days  . The  recoverabily  of  debt  owing  fay 
each  above  90  days  is  assessed  and  the  irrecoverable  is  classified  based  on  the  category  area,  No  provision  has  been  made 
with  regards  to  property  rate  as  these  amounts  are  considered  to  fae  fully  recoverable. 

10.  VAT  receivabie 

VAT 

2,832,789 

2.139,346 

VAT  is  payabie  on  the  cash  basis.  Once  payment  is  received  from  debtors,  VAT  is  paid  over  to  SARS 

11.  Consumer  debtoi^ 

Gross  balances 

recelvables  from  non  - exchange  transactions 

Rates 

receivabies  from  non  - exchange  transactions 

Electricity 

Refuse 

Other  (specify) 

7,887,741 

3,008,775 

1,014,215 

10,235,056 

2,995,164 

835,974 

2,027,784 

11,910,731 

16,093,978 

Less:  Allowance  for  Impairment 

Other  (specify) 

(2,439,352) 

(3,575,838) 

Net  balance 

receivabies  from  non  - exchange  transactions 

Rates 

receivables  from  exchange  transactlons 

Electricity 

Refuse 

Other  (specify) 

7.887,741 

3,008,775 

1,014,215 

(2,439,352) 

10,235,056 

2,995,164 

835,974 

(1,548,054) 

9,471,379 

12,518,140 

Included  in  above  is  receivables  from  exchange  transactions 

Electricity 

Refuse 

3,008,775 

1,014,215 

2,995,164 

835,974 

4,022,990 

3,831,138 

Inciuded  in  above  is  recelvables  from  non'exchange  transactions  (taxes 
and  tansfem) 

Rates 

7,887,741 

10,235,056 

Net  balance 

11,910,731 

14,066,194 
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1 1 . Consumer  debtors  (continued) 
Rates 

Current  (0  -30  days) 

31  - 60  days 
61  - 90  days 
91  - 120  days 
121  - 365  days 
> 365  days 


Eiectricity 
Current  (0  -30  days) 
31  - 60  days 
61  - 90  days 
91-120  days 
121  - 365  days 
> 365  days 


Refuse 

Current  (0  -30  days) 
31-60  days 
61-90  days 
91-120  days 
121  - 365  days 
> 365  days 


Other  (specify) 
Current  (0  -30  days) 
31  - 60  days 
61-90  days 
91-120  days 
121  - 365  days 


1,617.424 

- 

241,935 

662,074 

210,197 

524,706 

190,522 

430,477 

3,032,970 

387,644 

2,594,693 

8,230,155 

7,887,741 

10,235,056 

1.257,381 

(100.460) 

315,628 

1,311,300 

161,469 

927,075 

48,391 

504,121 

109,397 

186,246 

1,116,509 

166,882 

3,008,775 

2,995,164 

104,829 

71,889 

- 

54,778 

- 

39,520 

- 

646,887 

- 

96,312 

835,974 

1,014,215 

835,974 

(171,645) 

(100.685) 

(67,425) 

(70,936) 

(2,949) 

(67,264) 

(243,598) 

(3,571,156) 

(1,953,735) 

2,261,987 

(2,439,352) 

(1,548,054) 
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1 1 . Consumer  debtors  (continued) 

Summary  of  debtors  by  customer  classtfication 


Househotds 


Current  (0  -30  days) 

368,645 

400.576 

31-60  days 

593,048 

448.978 

61  - 90  days 

371,185 

398,674 

91-120  days 

4,587,412 

722.488 

5,920,290 

1,970,716 

Industrial/  commercial 

Cuirent  (0  -30  days) 

897,648 

161,624 

31-60  days 

185,322 

115,135 

61  - 90  days 

67,879 

117,997 

91  - 120  days 

1,834,947 

496,949 

2,985,796 

891,705 

Nationa!  and  provlncial  government 

Current  (0  -30  days) 

292,666 

11,140 

31  - 60  days 

994,942 

215,097 

61  - 90  days 

16,169 

24,985 

91-120  days 

1,215,250 

495,213 

2,519,027 

746,435 

Total 

Current  (0  -30  days) 

1,730,605 

674,025 

31  - 60  days 

1,840,737 

850,146 

61  - 90  days 

458,182 

608,920 

91-120  days 

7,881,207 

6,809,212 

11,910,731 

8,942,303 

Less;  Ailowance  for  impairment 

(2,439,352) 

3,575,837 

9,471,379 

12,518,140 

Less:  Provlsion  for  debt  impairment 

121  - 365  days 

(2,439,352) 

(3,575.838) 

Reconciiiation  of  allowance  for  impaimient 

Reversal  of  allowance 

(2,439,352) 

(3,575,838) 

The  Credit  Controi  Poiicy  states  that  the  average  credit  period  is  30  days.  Interest  is  charged  on  overdue  accounts  and  such 
interest  is  determined  by  Council.  Management  has  profiied  each  debt  and  considered  the  effect  of  any  impairment  in  the  value 
of  outstanding  debt 


The  provision  is  made  annually  and  is  caicuiated  by  anaiysing  ail  those  above  90  days  . The  recoverabiiy  of  debt  owing  by 
each  above  90  days  is  assessed  and  the  irrecoverabie  is  classified  based  on  the  category  area,  No  provision  has  been  made 
with  regards  to  property  rate  as  these  amounts  are  considered  to  be  fully  recoverable 

12.  Cash  and  cash  equivalents 

Cash  and  cash  equivalenis  consist  of: 
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Bank  statement  balances 


12.  Cash  and  cash  equivalents  (continued) 

Cash  on  hand 
Bank  balances 
Short-term  deposits 


The  municipality  had  the  following  bank  accounts 

Account  number  / description 

61240006266  FNB  - Account  Type  - Investment 
74299755982-FNB  - Account  Type  ~ Investment 
74299756021  FNB  - Account  Type  - Investment 
7429994655  FNB  - Account  Type  - Investment 
74299756097  FNB  - Account  Type  - investment 
74300659552-FNB-  Account  Type  - Investment 
742996170  FNB  - Account  Type  - Investment 
037165014802  NedBANK  - Account  Type  - Cali  Account 
037165013008/000005  NedBANK  - Account  Type  - Caii 
Account  Investment 

037165013008/000004  NedBANK  - Account  Type  - Call 
Account  Investment 

037165013008/000003  NedBANK  - Account  Type  - Cal! 
Account  Investment 

037165015337  NedBANK  - Account  Type  - Cali  Account 
Investment 

037165016856  NedBANK  - Account  Type  - Call  Account 
Investment 

1 1 6503361 5-Nedbank-Hardlng-CurrentAccount  (Primary  Bank 
Account) 

50932742767-Current  Account  (Afforestation  Scheme)  First 
National  Bank-Bank  Street-Pietermatirzburg 
Cash  on  Hand 

0371 6501 8956-Nedbank  -Harding-Call  Account 
Total 


13.  Revaluation  reserve 
Opening  balance 

14.  Accumulated  surplus 

Ring-fenced  internai  funds  and  reserves  within  accumulated  surplus  - 2013 


7,408 

959,525 

32,167,959 

33,134,892 


4,690 

1,503,995 

29,994,045 

,5027730” 


Cash  book  balances 


0 June  2013 

30  June  2012 

30  June  2013 

12.046,593 

299,984 

12,046,593 

- 

777,546 

_ 

- 

159,791 

_ 

- 

1,264,674 

- 

- 

111,867 

_ 

. 

8,437,559 

. 

- 

447,551 

_ 

4,988,041 

4,774,010 

4,988,042 

1,920 

68,206 

1,920 

1,086 

829,947 

1,086 

5,279 

6,220 

5,279 

4,469,644 

1,340,539 

4,459,644 

9,537,515 

10,232,122 

9.537,515 

959,525 

1,503,995 

935,569 

1,117,855 

1,244,029 

1,117,856 

7,408 

4,690 

7.408 

10,025 

- 

10,025 

33,134,891 

31,502,730 

33,110,937 

299,984 

777,546 

159,791 

1,264,674 

111,867 

8,437,559 

447,551 

4,774.010 

68,206 

829,947 

6,220 

1,340,539 


1.503.995 

1,244,029 

4,690 


26,468,400 


26,468,400 


Opening  balance 
Other 

Other  movements  during  the  year 


Capital  Capitalisation  Government  Donations  and  Housing  Other 

replacement  reserve  grant  reserve  public  development 

reserve  contributions  fund 

2,570,196  3,981,424  60,779,076  142,352  4,293,922  45  420  146  1 

27,102,243  - - ’ _ 

;; ^ ^ - 9,563,813 

2,570,196  3,981,424  87,881.311  142^352  4^293,922  54,983,959  i 


35 


Financtal  Statements  forthe  year  ended  30  June  2013 

Notes  to  the  Financial  Statements 


2013  2012 

R R 


Refer  to  Statement  of  Changes  in  Net  Assets  for  more  detail  and  the  movement  on  Accumulated  Surplus.The  Capita! 
Replacement  Reserve  is  a reserve  to  finance  future  capital  expenditure  and  is  invested  in  Capita!  instruments. 

The  Capitalisation  Reserve  is  the  carrying  value  of  the  items  of  Property,  Plant  and  Equipment  from  the  former  legislated  funds 
The  capitalisation  reserve  ensures  community  Virealth  and  is  not  cash  backed. 

The  Donation  and  Public  Contributions  Reserve  equais  to  thecarrying  value  of  the  items  of  Property,  Piant  and  Equipment 
financed  from  Public  Contributions  and  Donatlons.  The  reserve  ensures  community  wealth  and  is  not  cash  backed 
The  Government  Grant  Reserve  equais  to  the  carrying  value  of  items  of  Property,  Piant  and  Equipment  financed  from 
government  grants.  The  government  grant  reserve  ensures  community  wealth  and  is  not  cash  backed  . 

15.  Other  financiai  iiabilities 


At  amortised  cost 
Annulty  Loans 


Non-current  itabilities 
Annuity  Loans 


Current  iiabliities 
Annuity  Loans 


16.  Flnance  iease  obiigation 

Non-current  liabiiities 
Current  liabilities 


17.  Unspent  conditlonai  grants  and  receipts 

Unspent  conditional  grants  and  receipts  comprises  of: 

Unspent  conditional  grants  and  receipts 
Eskom  grant 

CBD  M/Plan  & T/P  Scheme 
MSiG  grant 
Violence  damage 

Strategic  environmental  assessment 
Smali  town  rehabiiitation 
Management  support  grant 
LUMS 

REDS  Support  intergrat 
MtG  grant 

Goverment  expect  funding 


80,217  297,002 


3,185 

89,433 

77,032 

207,569 

440,208 

387,359 

448,899 

193,504 

889,107 

580,863 

- 

10,800,000 

152,233 

167,262 

. 

90,942 

- 

391,101 

256,989 

256,989 

2,797,834 

2,306,360 

- 

80,406 

73,000 

73,000 

- 

150,000 

9,894,274 

11,953,597 

7,890 

423.034 

13,182,220 

26,692,691 

The  unspent  conditionai  grants  and  recerpts  are  invested  in  investment  accounts  untii  utilised 
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18.  Provisions 

Reconciiiation  of  provlsions  - 2013 


Opening  Reversed  Total 

_ , , , Balance  during  the  year 

Environmental  rehabihtation  ^ ,955,700  1,31 9,995  3 275  695 

ProvisionforAccruedLeave  1,695,180  200,719  l!895i899 

3,650,880  1,520,714  5,171,594 


Staff  leave  is  accrued  to  the  staff  of  the  municipality  on  an  annual  basis  subject  to  certain  conditions.  The  provision  is  the 
estimate  of  the  amount  due  at  the  reportlng  date.The  Landfill  site  is  not  registered  with  the  Department  of  Environmentai 
Affairs  The  municipaiity  is  the  process  of  registration. 

19.  Payables  from  exchange  transactions 


Trade  payables 
Accrued  bonus 
Housing  creditors 
Other  creditors 
Retention 


6,504,694 

1,382,817 

330,885 

257,627 

1,077,996 

9,554,019 


3.495,527 

1.236,886 

317.537 

804,167 

2,740,616 

8,594,733 


The  avarage  credit  period  on  purchses  is  30  days  from  the  receipt  of  the  invoice  as  determined  by  the  MFMA. 

20.  Consumer  deposits 

Electricity 


516,510 


Consurner  deposits  are  paid  by  consumers  on  appiication  for  new  electricity  connections.  The  deposits  are  paid  when  the 
electricity  connections  are  terminated.  in  cases  of  consumers  defaulting  on  their  accounts  the  municipaiity  can  apply  the 
deposlt  as  payments  for  any  outstanding  balance 

21.  Revenue 


Afforestation  Scheme  sales 
Service  charges 

Rental  of  facilities  and  equipment 
Licences  and  permits 
Other  income  - (rollup) 
Government  grants 
Interest  received  - investment 
Property  rates 

Property  rates  - penalties  imposed 
Government  grants  & subsidies 
Fines 


7,764,187 

8,224.766 

21.014,983 

19,385,794 

113,368 

101,437 

2,369,988 

2,070,557 

680.945 

335,137 

27,102,243 

17.735,681 

1,592,461 

1,658,788 

10,115,572 

8,276,069 

462,729 

1,017.315 

42.806,406 

40,836,827 

255,188 

626,736 

114,278,070  100,269,107 
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21 . Revenue  (conti  n ued) 

The  amount  included  tn  revenue  arlsing  from  exchanges  of  goods  or 
services  are  as  foifows: 

Afforestation  Scheme  sales 
Service  charges 

Rental  of  facilities  and  equipment 
Licences  and  permits 
Other  income  - (rollup) 

Government  grants 

Interest  received  - investment 

Gain  or  loss  on  disposal  of  assets  and  liabllities 


The  amount  included  in  revenue  arising  from  non-exchange  transacttons 
is  as  follows: 

Taxation  revenue 
Property  rates 

Property  rates  ~ penalties  imposed 
Transfer  revenue 
Government  grants  & subsidies 
Fines 


2013 

R 

2012 

R 

7,764,187 

8,224,766 

21,014.983 

19,385,794 

113,368 

101,437 

2.369,988 

2,070,557 

680,945 

335.137 

27,102,243 

17,735,681 

1,592.461 

1,658,788 

110,000 

129,862 

60,748,175 

49,642,022 

10,115,572 

8.276,069 

462,729 

1,017,315 

42,806,406 

40,836,827 

255,188 

626,736 

53,639,895 

50,756,947 
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Notes  to  the  Ffriaiiciai  Statements 


2013 

R 

2012 

R 

22.  Property  rates 

Rates  received 

Residentia! 

1,513,704 

2,322,808 

Commercia) 

4,354,710 

3.196,235 

State 

3,178,810 

2,465,735 

Agriculture 

419,839 

(219,915) 

Public  Service  infrastructure 

(6,325) 

6,905 

Tourism 

140,625 

Communa! 

838,278 

748,235 

Less;  Income  forgone 

(324,069) 

(243,934) 

10,115,572 

8,276,069 

Property  rates  - penalties  imposed 

462,729 

1,017,315 

10.578,301 

9,293,384 

Valuations 

Residential 

403,832,633 

326,041,000 

Commercial 

290,314,000 

207,572,000 

State 

331,126,000 

266,089,000 

Agriculture 

348,524,000 

279,727.000 

Public  Service  Infrastructure 

5,750,000 

4,787,928 

Tourism 

93,142,000 

90,503.000 

Communa! 

25,197,000 

20,687,400 

Property  rates  3 

146,634,000 

10,936,000 

Property  rates  4 

11,250,000 

- 

1,655,769,633 

1,206,343,328 

Valuations  on  !and  and  buildings  are  performed  every  four  years.  The  last  valuation  came  into  effect  on  1 July  2009  Interim 

vaiuations  are  processed  to  take  into  account  changes  in  individual  property  values  due  to  aiterations  and  subdivisions. 

Different  rate  randages  for  Domestic.  Commercial,  Industrial  and  State  properties  are  applied  to  property  valuations  to 

determine  assessment  rates.  Rates  are  ievied  annuaily. 

Market  related  interest  is  levied  on  outstanding  rates. 

23.  Service  charges 

Saie  of  eiectricity 

19,608,129 

18,154,339 

Refuse  remova! 

1,406,854 

1,231,455 

21,014,983 

19,385,794 
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2013  2012 
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24.  Government  grants  and  subsidies 


Equitabie  share 
Government  grant 
Tourism 

Free  Basic  Electridty 

LG  SETA 

Subsidy 

Library  services 

Local  goverment  management 

Omovinciaiisatlon  of  libraries 

MSIG 

Environmentai  Affairs 


37.070,034 

34,354,602 

580,173 

253,190 

- 

291,929 

2,700,000 

2,484,000 

17,624 

183,226 

- 

417,537 

- 

268,801 

1,500,339 

1,369,628 

105,800 

100,800 

832,436 

1,000,314 

- 

112,800 

42,806,406  40,836,827 


Equitabie  Share 

in  terms  of  the  Constitution,  this  grant  is  used  to  subsidise  the  provision  of  basic  services  to  indigent  community  members. 
Equitable  Share 


Current-year  receipts 

Conditions  met  - transferred  to  revenue 

Used  to  finance  capitai  expenditure 


43,199,000 

(40,199,000) 

(3,000,000) 


38,288,000 

(36,838,602) 

(1,449,398) 


Conditlons  still  to  be  met  - remain  liabiiities  (see  note  17). 

NEP  GRANT  (ESKOM) 

Balance  unspent  at  beginning  of  year  1 0,800,000  1 0,800,000 

Conditions  met  - transferred  to  revenue  (10,800,000) 

^ 10,800,000 


Conditions  still  to  be  met  ~ remain  liabilities  (see  note  17). 

This  grant  was  provided  by  Eskom  to  munidpallities  to  address  the  backlog  of  occupied  residential  dwellings  the  installatron  of 
bulk  infrastructure.rehabilitation  and  refurbishment  of  electricity  infrastructure  in  order  to  improve  quality  of  supply 

CBD  IW/TP  SCHEME  GRANT 

Balance  unspent  at  beginning  of  year 
Conditions  met  ~ transferred  to  revenue 

152,233  167,262 


167,262  167,262 

(15,029) 


Conditions  still  to  be  met  - remain  liabilities  (see  note  17). 

This  grant  is  used  to  deveiop  CBD  Master  Plan  and  Town  Planning  Scheme  for  Harding  town. 
Muntcipal  System  Improvement  Grant  (MSiG) 


90,942  90,942 

800,000 
(890,942) 


Balance  unspent  at  beginning  of  year 

Current-year  receipts 

Conditions  met  - transferred  to  revenue 


90,942 
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24.  Government  grants  and  subsidies  (continued) 

Conditions  stiil  to  be  met  - remain  liabiiities  (see  note  17). 

This  grant  is  used  for  infrastructure,  capacity  building  and  restructuring  . The  capacity  buiiding  and  restructuring  grants  were 
set  up  to  assist  the  munlcipaiity  in  deveioping  their  planning,  budgeting.financiai  management  and  technlcal  services. 

VIOLENCE  DAMAGED  HOUSES  GRANT 


Balance  unspent  at  beginning  of  year 
Conditions  met  - transferred  to  revenue 


391,101 

(391,101) 


Conditions  still  to  be  met  - remain  liabilities  (see  note  17). 

This  grant  is  used  to  renovate  houses  that  were  damaged  by  violence. 

STRATEGIG  ENVIRONMENTAL  ASSESSMENT  GRANT 

Baiance  unspent  at  beginning  of  year  256  96 

Conditions  stili  to  be  met  - remain  liafailities  (see  note  17). 

This  grant  was  recleved  from  Dept  of  Agricuiture  to  do  Environtmental  Assessment  within  the  municipality. 
SMALL  TOWN  REHABILITATION  GRANT 


391,101 


391,101 


256,989 


Balance  unspent  at  beginning  of  year 

Current-year  receipts 

Condltions  met  - transferred  to  revenue 


2,306,360  2,306,360 

5,000,000 
(4,508,526) 

2.797,834  2,306,360 


Conditions  stiii  to  be  met  - remain  liafailities  (see  note  17). 

KZN  Cogta  Grant  in  regards  of  Small  Town  Rehabilitation. 

FINANCE  MANAGEMENT  GRANT  (FMG) 

Baiance  unspent  at  beginning  of  year 

Current-year  receipts 

Conditions  met  - transferred  to  revenue 


80,406  80,406 

1,500,000 
(1,580,406) 

80,406 


Conditions  still  to  be  met  - remain  liablilties  (see  note  17). 

This  grant  is  used  to  promote  and  support  reforms  in  financial  management  by  building  capacity  in  municipalities  to  Implement 
the  MFMA.  As  part  of  strengthening  financial  and  asset  managernent  in  munidpaiities,  the  grant  provided  fundlng  for  an 
internship  programme. 

LAND  USE  MANAGEMENT  SYSTEM  (LUMS)  GRANT 

Baiance  unspent  at  beginning  of  year  73  qoo  73  000 


Conditions  stiii  to  be  met  - remain  liabilities  (see  note  17). 

This  grant  was  provided  to  assist  in  the  deveiopment  of  Land  Use  Management  System. 
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R 


2012 
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26.  Generai  expenses 


internal  Audit 
Advertising 
Auditors  remuneration 
Bank  charges 

Consulting  and  professionai  fees 
Stores  and  Materials 
Entertainment 
Insurance 

Conferences  and  seminars 
IT  expenses 
Finance  lease  charges 
Levies 

Motor  vehicle  expenses 
Fuel  and  oll 

Operating  Lease  payments  (Rent) 

Postage  and  courier 

Printing  and  stationery 

Promotions 

Protective  clothing 

Projects 

Research  and  development  costs 
Legal  expenses 
Staff  welfare 

Subscriptions  and  membership  fees 

Telephone  and  fax 

Training 

Travel  - locai 

Assets  expensed 

Electricity 

Water 

Refuse 

Capital  Expenditure 
Office  Expenses 
LED  Fund 
Free  basic  services 
Free  basic  services 
Accrued  Leave 
Afforestation  Expenses 
Other  expenses 


133,266 

220,236 

179,440 

209,658 

1,050,041 

1,037,482 

147,080 

170,389 

461,107 

41.282 

778,628 

787.163 

130,157 

89,974 

142,794 

256,131 

626,729 

454,522 

49,795 

- 

192,791 

182,246 

226,339 

200.206 

74,690 

56,784 

1,139,703 

986,231 

208,238 

173,701 

51,257 

47,762 

339,250 

264,400 

35.864 

9,210 

210,902 

192,348 

285,077 

131,508 

300,000 

300,000 

178,201 

9,419 

45,710 

28,688 

836,736 

156,249 

792,328 

783,224 

378,685 

215,591 

498,129 

432,835 

16,216 

6,461 

312,904 

328,424 

562,664 

273,271 

16,983 

1,784 

346,173 

306,220 

189,768 

466,770 

483,059 

594,135 

755,794 

2,509,020 

2,198,383 

477,871 

818,165 

50,968 

- 

4,452,871 

2,304,348 

19,605,732  14.796,696 
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R 
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27.  Employee  reiated  costs 

Basic 

Medical  aid  - company  contributions 

UIF 

WCA 

Post-employment  benefits  - Pension  - Defined  contribution  plan 

Overtime  payments 

Housing  benefits  and  allowances 

Allowances 

Bargaining  Council  Levy 

Provision  for  bonus 

19,304,020 

992,056 

192,872 

126,076 

3,419,720 

1,984,030 

143,061 

1,609.750 

11,104 

17,706,279 

895,072 

181,285 

2,964,829 

1,852,776 

127,517 

1,555,871 

7,364 

1,236,886 

27,782,689 

26,527,879 

Remuneratlon  of  Municipal  Manager:  Mr  SD  Mbhele  (546) 

Annual  Remuneration 

Car  Allowance 

Contributions  to  UlF,Medical  and  Pension  Funds 

746.570 

177,594 

1,713 

740,887 

133,665 

1,497 

925,877 

876,049 

Remuneration  of  Chief  Financial  Officer  Ms  ST  Mhiongo  (11068) 

Annual  Remuneration 

Car  Allowance 

Contrlbutions  to  UIF.Medical  and  Pension  Funds 

659,000 

36,283 

41,722 

300,214 

75,231 

9,766 

737,005 

385,211 

Remuneration  of  Corporate  Services  Ms  N Sigvtrebefa(1078) 

Annual  Remuneration 

Car  Aliowance 

Contributions  to  UlF,Medical  and  Pension  Funds 

435.558 

151.558 
53,747 

440,125 

127,331 

1,497 

640,863 

568,953 

Remuneration  of  Technicai  Sernvices:  Mr  M Guzo\^kl 

Annuai  Remuneration 

Car  Allowance 

Contributions  to  U!F,Medical  and  Pension  Funds 

435,558 

134,995 

1,713 

419,647 

127,331 

1,497 

572,266 

548,475 

28.  Remuneration  of  counclHors 

Councitiors 

Telephone  allowance 

Cellphone  Allowance 

4,947.635 

255,284 

4,060 

4,758,769 

235,390 

5,206,979 

4,994,159 

Mayor 

Deputy  Mayor 

Counciliors 

636,744 

530,105 

4,040,130 

494,665 

480,793 

4,018,701 

5,206,979 

4,994,159 
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28-  Remuneration  of  counciilors  (continued) 

In'kind  benefits 

The  Executive  Mayor,  Deputy  Executive  Mayor,  Speaker  and  Mayorat  Commlttee  Members  are  fu!i-time.  Each  is  provided  with 
an  office  and  secretarial  support  at  the  cost  of  the  Councif. 

The  Executive  Mayor  has  use  of  a Counci!  owned  vehicle  for  official  duties  and  has  one  fuil-time  bodyguards/driver. 

29.  Adminlstratlve  expenditure 


Administration  and  management  fees  - third  party 

Administration  and  management  fees  - related  party 

248,266 

3,248,350 

234,194 

2,873,257 

3,496,616 

3,107,451 

30.  Debt  Impairment 

Debt  impaimnent 

891,299 

171,253 

31.  investment  revenue 

Interest  revenue 

Bank 

1,592,461 

1,658,788 

1,592,461 

1 ,658,788 

32.  Fair  value  adjustments 

Biological  assets  - (Fair  value  model) 

2,957,366 

(1,901,920) 

33.  Depreciatlon  and  amortisation 

Property,  plant  and  equipment 

4,852,231 

4,618,476 

34.  Impaimient  of  assets 

fmpaimnents 

Property,  plant  and  equipment 

Describe  the  events  and  circumstances  that  led  to  the  recognition  or  reversal  of 
the  impairment  loss.  The  recoverable  amount  or  [recoverable  service  amount] 
of  the  asset  was  based  on  its  fair  value  less  costs  to  sell  or  [its  value  in  use.] 

- 

1,238,219 

- 

1,238,219 

35.  Finance  costs 

Finance  leases 

DBSA-  Electricity 

Afforestation  Scheme 

68,209 

35,374 

84,630 

103,112 

157 

103,583 

187,899 

36.  Audftors’  remuneration 

Expenses 

1,050,041 

1,037,482 
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R 

2012 

R 

37,  Rental  of  faciiities  and  equipment 

Faciiities  and  equipment 

Rental  of  facilitjes 

113,368 

101,437 

Premises 

_ 

Garages  and  parking 

_ 

Facilitles  and  equipment 

113,368 

101,437 

38.  Contracted  services 

Security 

39.  Grants  and  subsidies  paid 

364,132 

2,411,225 

Other  subsidles 

Contribution  to  UGU 

220.000 

157.500 

Grants  paid  to  ME's 

_ 

Other  subsidies 

220,000 

157,500 

40.  Bulk  purchases 

Electricity  Purchases 

6,978,831 

6,613,144 

Electricity  Purchases 

10,350.364 

9,529,961 

17,329,195 

16,143,105 

Electricity  Distribution  Losses  for  the  year  2012/2013  are  5%  of  the  KwH  bought  and  R 2 017  441  in  rand  vaiue 

Electridty  Distribution  Losses  for  the  year  201 1/2012  are  10%  of  the  KwH  bought  and  R 2 017  734  in  rand  value 

41,  Cash  generated  from  operations 

Surpius 

Adjustments  for: 

31,042,994 

16,889,207 

Depreciatlon  and  amortisation 

4,852,231 

4,618,476 

(Loss)  gain  on  sale  of  assets  and  liabiiities 

(110,000) 

159,526 

Changes  in  value  of  plantation 

(2,957,366) 

1,901,920 

Finance  costs  - Finance  leases 

68,209 

84,630 

Impairment  deficit 

1,238,219 

Debt  impairment 

891,299 

171,253 

Movements  in  provisions 

1,520,714 

(1,658,788) 

Other  Movement 

2,354,474 

- 

Proir  error 

Changes  in  working  capltal: 

- 

64,871,749 

Inventories 

42,614 

(71,472) 

Recelvables  from  exchange  other  transactions 

1,108,757 

(10,900,173) 

Consumer  debtors 

2,155.462 

(780,642) 

Payables  from  exchange  transactlons 

959,289 

208,582 

VAT 

(693,443) 

(4,836,719) 

Unspent  conditionai  grants  and  receipts 

(13,510,471) 

(1,731,047) 

Consumer  deposits 

(10,399) 

(9,540) 

27,714,364 

70,155,181 
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42.  Other  cash  i'tem  1 

43.  Commitments 

Authorised  capital  expenditure 

Commitments  in  respect  of  capital  expendlture: 
• Infrastructure 
« Community 
® Other 

“ Approved  and  contracted  for 


Commitments  in  respect  of  operating  expenditure 
® Approved  but  not  yet  contracted  for 
® Approved  and  contracted  for 


44.  Related  parties 
There  are  no  related  parties  transactions. 

45.  Prior  period  errors 

The  correction  of  the  error(s)  results  in  adjustments  as  foiiows: 

Statement  of  financial  position 
Accumulated  Surplus 
Property,  plant  and  equipment 
MSIG  Income  (Increase  revenue) 

FMG  Income  (Increase  Revenue ) 

Reversal  of  Land  fili  provislon  (Expenditure-Decrease  in  expenditure) 

Reversal  of  Landfill  provision(Decrease  in  liabilities) 

Provision  (Finance  costs  prior  year-increase  in  expenditure) 

Depreciatlon  - Landfill  site  (Increase  in  expenditure) 

Prior  year  adjustment  for  depredation  charges(Decreases  in  expenditure) 

Prior  year  adjustments  for  the  costs  of  assets  (Increase  in  Assets) 

Property  rates  difference  revenue  forgone  (Decrease  in  revenue) 

Share  Investments 

Prior  yearadjustment  Cash  and  Cash  Equivalent(NCT) 

Prior  year  adjustment  Fraud  Control  Account 
Prior  Adjustment  to  Ugu  Debt 

Net  effect  in  accumuiated  surplus 
Restated  Accumulated  Surpius 

Statement  of  Net  Changes  in  Net  Asset 
Correction  of  Prior  Error  5,623,062 

46.  Events  after  the  reporting  date 

No  events  having  financial  implications  requiring  disciosure  occured  subsequent  to  30  June  2013 


(142,693,038)  0 

(58,536)  0 

(80,067)  0 

(1,955,700)  0 

1 ,764,900 

207,633 

273,202 

(168,677)  0 

(1,717.859)  0 

265,497 

(500) 

(1,244,029) 

(276,126) 

2,027,784 

___ 

(143,655,516)  ”* 


610,000  610,000 

5,760,759  6,023,663 

6,370759  6,633,663 


19,496,069 

9,000,000 

18,972,281 

47,468,350 


17,507,000 

5,996.000 

252.000 

18,214,526 

^^69^26 
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52.  Addltionai  disciosure  in  terms  of  Municipai  Finance  Management  Act  (continued) 

VAT 

VAT  receivable  2,832,789  2,139,346 


VAT  output  payables  and  VAT  input  receivables  are  shown  in  note  1 1 . 

All  VAT  returns  have  been  submitted  by  the  due  date  throughout  the  year. 

Contlngent  Liability 

Contingent  Liability  (Litigations  matters ) R 1 814  887.13-  Access  road  Hlabe  to  KwaNgubelanga  (early  termination  of  contract ) 

and  other  Municipai  By-iaws  implementation  disputes 
Wage  Curve  Agreement : 

On  21  April  2010  SALGA  signed  the  “Categorisation  and  job  evaiuation  wage  curves  collective  agreemenf  (wage  curve 
agreement)  with  IMATU  and  SAMWU  on  behaif  of  municipaiities.  The  agreement  established  the  wage  curves  and  wage  scales 
to  be  used  by  municipaiities  in  determining  the  wages  of  municipai  employees,  based  on  an  evaluation  of  employees’  jobs  per 
the  TASK  job  evaluation  system.  Subsequent  to  the  signing  of  the  agreement,  the  unlons  deciared  a dispute  with  the 
agreement.  The  dispute  was  referred  to  the  Labour  Court  and  the  court  delivered  a ruling  on  22  June  2012  that  empioyees 
receive  a salary  increase  backdated  with  effect  from  1 Juiy  2010  instead  of  1 July  201 1 . SALGA,  on  behaif  of  municipalities, 
applied  for  ieave  to  appeai  this  ruting  and  was  granted  the  right  to  appea!  against  the  judgement  on  29  August  2012.  To  date 
this  Labour  Court  of  Appeal  case  has  not  been  finalised.The  Municipaiity  has  not  yet  stated  the  process  of  the  job  evaluations 
and  as  a result  of  the  uncertainties  arising  from  the  dispute  dedared  by  the  unions  and  the  pending  litigation  regardlng  the 
wage  curve  agreement,  the  municipality  may  have  an  additional  payabie  for  employee  wages,  depending  on  the  outcome  of 
the  pending  litigation  and  finalization  of  Job  evaluation  . As  a result  of  the  above  standing  issues  is  not  practicabie  to  reliably 
estimate  the  amount  of  this  payabte. 


53.  Budget  dlfferences 

Materiai  differences  between  budget  and  actuai  amounts 

See  Statement  of  comparison  on  Budget  and  Actual  amount  and  Appendix  E 

54.  Changes  in  value  of  plantatlon 

Changes  in  value  of  plantation  2,957,366  (1,901,920) 


Piantation  standing  timber  - Alforestation  Scheme 

The  Increased  in  fair  value  during  the  year  was  R2  957  366  (2012:  R1  901  920  increase) 

Plantation  inventories  are  stated  at  fair  vaiue  less  estimated  point  of  saie  costs,  based  on  the  present  value  of  net  future  cash 
fiows  from  the  asset  discounted  at  a market  determined  pre-taxation  rate.  increases  or  decreases  in  value  are  recognised  in 
the  Statement  of  Financial  Performance.  Al!  expenses  incurred  in  maintaining  and  protecting  the  assets  are  recognised  in  the 
Statement  of  Financiai  Performance. 

Finance  charges  are  not  capitalised. 

The  Scheme  heid  1 ,049  (2010  : 1 ,049)  hectares  of  plantations  at  year  end.  The  Scheme  is  exposed  to  financial  risks  arising 
from  changes  in  standing  timber  prices.  The  Scheme  does  not  anticlpate  that  standing  crop  prices  wiil  decline  significantiy  in 
the  foreseeabie  future,  standing  timber  prices.  The  Scheme  does  not  anticipate  that  standing  crop  prices  will  decline 
significantly  in  the  foreseeabie  future, 

The  Scheme  reviews  its  outlook  for  standing  timber  prices  regulariy  In  considering  the  need  for  active  financiai  risks 
management. 
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UKfflUZiWABANTU  WIUNICIPALITY 

Financial  Statements  for  the  year  ended  30  June  2013 


Notes  to  the  Financfaf  Statements 


2013 

R 

2012 

R 

47.  Unauthorised  expenditure 

Opening  balance 

10,696,865 

4,394.969 

Unauthorised  expenditure  for  the  current  year 

- 

6.301,896 

Approved/Condoned  by  Council 

(10,696,865) 

- 

- 

10,696,865 

48.  Fruitiess  and  wastefut  expenditure 

Opening  balance 

7,849 

7,849 

Approved/Condoned  by  Council 

(7,849) 

- 



7,849 

49.  Irregutar  expendlture 

Opening  balance 

3,257,126 

638,223 

irregular  Expenditure  for  the  current  year 

867,212 

2,618,903 

Approved/Condoned  by  Coundl 

(4.124,338) 

- 

Irreguiar  expenditure  for  the  year  not  yet  condone  by  Council 

1,435,246 

- 

50.  Additionat  Note 

51.  Additlonal  Note 

52.  Addltional  disctosure  in  terms  of  Municipal  Finance  Management  Act 

1.435,246 

3,257,126 

Contributions  to  organssed  iocal  government 

Council  subscriptions 

838,779 

144,240 

Amount  paid  - current  year 

(838,779) 

(144,240) 

Audit  fees 

Current  year  audit  invoices 

1,051,140 

1,083,877 

Amount  paid  - current  year 

(1,051,140) 

(1.083,877) 

PAYE  and  UIF 


Current  year  payroll  deductions  and  Councii  Contrlbutions 

4,185,797 

3,836,851 

Amount  paid  - current  year 

(4,185,797) 

(3,836,851) 

Pension  and  Medlcai  Aid  Deductions 

Current  year  payroll  deductions  and  Council  Contributions 

6,557,207 

5,836,581 

Amount  paid  - current  year 

(6,557,207) 

(5,836,581) 

- 

- 
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UMUZIWABANTU  MUNICIPALITY 

Financial  Statements  for  the  year  ended  30  June  2013 


Motes  to  the  Ffnaocial  Stateinents 


2013 

R 


2012 

R 


55.  Counciiiors  accounts  in  arrear 

No  councillors  were  in  arrears  as  at  30  June  2013 

56.  Afforestation 

The  municipality's  plantations  are  known  as  The  Umuziwabantu  Municipaiity  Harding  Afforestation  Scheme.  This  Scheme  has 
entered  into  an  agreement  with  NCT  Forestry  Co-operative  in  terms  of  which  the  iatter  has  taken  over  the  management  of  the 
timber  ptantations  owned  by  The  Umuziwabantu  Municipality  Harding  Afforestation  Scheme,  By  agreement  this  function  is  now 
being  performed  by  NCT  Tree  Farming  (Pty)  Ltd,  a wholiy  owned  subsidiary  of  the  co-operative. 

tn  terms  of  thls  agreement  NCT  Tree  Farming  (Pty)  Ltd  is  entitled  to  a profit  share  equa!  to  5%  of  the  net  proilt  generated  by  the 
forestry  operations  prior  to  the  deduction  of  such  fee. 

Further,  NCT  Tree  Farming  (Pty)  Ltd  is  not  entitled  to  any  payment  other  than  the  recovery  of  direct  costs  should  the  forestry 
operation  not  make  a profit,  or  if  a loss  is  made  in  any  year,  nor  is  it  liable  for  any  losses  other  than  in  the  case  of  NCT  Tree 
Farmfng  (Pty)  Ltd's  negiigence  in  terms  of  the  agreement. 

No  taxation  has  been  provided  as  the  net  income  is  attributabie  directly  to  the  Umuziwabantu  MunicipalityJn  previous  years  the 
Afforestation  Scheme  was  accounted  for  using  the  equlty  method.From  1 July  2007  the  Scheme’s  operations  have  been 
incorporated  on  a line-by-iine  basis  into  the  ftnancia!  statements. 

57.  Private  publlc  partnerships 

The  municipality  was  not  a party  to  any  Private  Public  Partnerships  during  the  financiai  year  2012/2013 

58.  Housing  Development  Fund 


Property  plant  and  equipment 

763,053 

763,053 

Housing  rental  debtors 

50,354 

50,354 

Cash  resources 

3,798,052 

3,798,052 

Creditors 

(317,537) 

(317,537) 

4,293,922  4,293,922 


The  Housing  development  fund  is  represented  by  the  above  assets  and  iiabiiities  as  at 

30  June  2013 

59.  Supply  chain  section  36  deviations 

Thuthukani  Taxi  Association 

178,200 

. 

Edwins  Motors 

13,010 

139,272 

EMC  Motors 

17,392 

144,941 

Sky  Blue  Media 

11,965 

- 

South  Coast  Herald 

15,569 

- 

Harvey  World 

18,233 

185,035 

Thompson  Motors 

33,535 

- 

Other  deviations 

1,514,085 

689,920 

1,801,989 

1,159,168 
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Af’PeNOtX  B 
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UMUZiWABANTU  MUNiCIPAUTy 

ANALYSiS  OF  PROPERTY  PLANT  AND  EQUIPMBylT  FOR  THE  YEAR  ENDEO 
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Segmental  Stateinent  of  Ffnancfaf  Peiformaiice  for  tfie  year  ©nded 


Yearly 

Yearly 

Actual 

Actual 

Surplus 

Actual 

Actual 

Surplus 

income 

Expenditure 

/(Deficit) 

Income 

Expenditure 

/(Deficit) 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

MunicipaHty 

15,350,878 

10,387,279 

4,963,599  Executive  & Councll/Mayor  and  Council 

13,953,412 

14,703,947 

(750,535) 

16,492,742 

15,136,645 

1 ,356,097  Finance  & Admin/Finance 

17,437,033 

17,015,823 

421,210 

1,826,497 

3,243,799 

(1,417,302)  Planning  and  Development/Economic 

3,030,349 

5,467,702 

(2,437,353) 

Deveiopment/Plan 

417,537 

1,074,783 

(657,246)  Health/Clinics 

250,000 

133,428 

116,572 

3,555,740 

2,344,095 

1,211,645  Comm.  & Social/Libraries  and  archives 

4,744.735 

3,637,366 

1,107,369 

17,491,746 

- 

17,491,746  Housing 

- 

_ 

_ 

439,652 

117,422 

322,230  Publlc  Safety/Police 

461,635 

441,998 

19,637 

2,427,149 

2,631,811 

(204,662)  Sportand  Recreation 

2,343,234 

2.424,629 

(81,395) 

8,453,310 

9,926,980 

(1 ,473,670)  Environmental  Protection/Poilution 

26,610,032 

5,567,038 

21 .042,994 

Control 

4.386,267 

6,396,551 

(2,010,284)  Waste  Water  Management/Sewerage 

4,271,098 

2,347,545 

1,923,553 

8,238,650 

9,051,944 

(813,294)  Road  Transport/Roads 

9,877,410 

9,750,742 

126,668 

_ 

- 

- Water/Water  Distribution 

- 

- 

- 

21,191,089 

23,142,908 

(1,951,819)  Electricity /Electricity  Distribution 

28,839,576 

21,626,744 

7,212,832 

127,712 

55,545 

72,167  Other/Air  Transport 

2,569,556 

228,114 

2,341,442 

100,398.969 

83,509,762 

16,889,207 

114,388,070 

83,345,076 

31,042,994 

- 

- 

Municipal  Owned  Entities 

- 

- 

- 

- 

- 

- 

> 

- 

- 

- 

Other  charges 

- 

- 

- 

- 

- 

- 

- 

100,398,969 

83,509,762 

16,889,207  Municipality 

114,388,070 

83,345,076 

31 ,042,994 

- 

- 

- Municipal  Owned  Entities 

- 

- 

- 

- 

- Other  charges 

- 

- 

- 
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